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A thrift Investment Board will be es-
tablshed as an off budget agency to
mmgetheumnplan.ltwmbecom-
posed of five members: the Chairman
thehdemaaenenoam.theSec-
retary of the , the Director of

be responsible for running the

and directing the investments. The
Board will not make any direct tnvest-
ment, but instead contract with invest-
ment firms to

8tock index investment

provided for in this
plan. Except for the 2 years when the
agency will receive Federal appropria-
tions, the agency will be funded
through & portion of investment re-

tumns.

Disability benefits differ according
to eligibility for Social Security bene-
fits. Vesting in either case is 18
months. If one is eligible for Socia} Se-
curity disability benefits or is ineligi-
ble only as a result of insufficient
quarters of coverage, the employee is
guaranteed 60 percent of his average
salary totally offset by the receipt of
8ocial Security benefits until reaching
age 62. If the employee, as a result of
honwork related iiiness or injury, is no

longer qualified for his position
similar

percent of his average salary in subse.

quent years until :he empioyee recov-
ers Or reaches age 55. Co
Digability benefits are provided
through a long term disability insur-
ance plan purchased by the Govern-
party. Dsine
party. this approach to provide
‘generous benefits for total disability
and limited benefits for occupational
disability is common in private indus-

employee’s thrift plan.
tirement survivor benefits are
payable to a spouse of g deceased em-
ployee who had 5 years of service. If
the deceased employee was eligible to
retire, the survivor gets 50 percent of
the accrued annuity with applicable
early retirement reductions plus Social
Security. If the deceased employee
was ineligible to retire, the survivor
will receive 50 percent of the deceased
employee’s accrued annuity at the
point the employee would have been
eligible to retire. In addition, the sur-
vivor receives 3 noncontributory
amount of life insurance equal to the
basic contributory amount available
under current law through Federal
Employees Group Life Insurance.
‘Post retirement survivor benetits
tollow the same policy as long as such

by
following new chapter:

L UL L e ]

benefits are not waived. Those eligible
will receive 50 percent of the amnuity,
in addition to any Social Security ben-
efits payabie.

Mr. President, hearings on this legis-
lation have been acheduled before the
8enate Governmental Affairs Commit-
tee on September 9, 10, and 11,

Mr. President, I ask unanimous con-
sent that the bill, a seetional analysis,
and a Congressional Research Service
eostmdbenemmlyssbepﬁnwdin
the Recorp at this point.

‘There being no objection, the mate-
rial Was ordered to be printed in the
Recory, as foliows:
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Beitenactadbyﬂu&enmaudﬂomoj
Repraeu‘t:um of the United States of
America in Congress assembied,

That this Act may be cited as the
8ervice Pension Reform Act of 1885".
PURFOSES
8z2c. 2. The of this Act are—
M to purposes

“Civil

(2) to promote financial stability and
fNexibility for the future of each Federal

employee; .

Q) to ensure 3 fully funded and financial-
Iy sound Pederal CGovernment retirement
benefits pian;

{4) to enhance portability of retirement
assets between Federal jobs and jobs outside
the Federal Government;

45) to incresse the options of each Federal
employee with respect to retirement bene-
fits plans:

(6) to encourage Federal empioyees o in.
crease personal savings for retirement;

(7)whcluderhderuemplomlnthein-
vestment process with re-

spect 10 the assets of the retirement system;
and

8zc. 101. (a) Title 8, United States Code., is
after chapter 83 the

“CcHAPTIER 84—cCIVIL SERVICE PENSION SYSTEM
“SUBCHAPTER I—BEFINITIONS, CIVIL SERVICE
PENSION SYSTEM :
“Sec.

“8401. Definitions.
“8402. Civil Bervice Pension System; partici-

pation,
‘8403. Relationship to the .8ocial Security
Act.

“SUBCHAPTER [1—BASIC PLAN

“8411. Entitlement to immediate retirement.
“8412. Entitlement to deferred retirement.
“8413. Computation of annuity,
“8414. Reduction for early retirement.
“8415. Reduction for survivor annuities.
“8416. Methods of payments.
“8417. Level benefits option.
“8418. Funding.
‘8419. Punding of annuity attributable to

military service,

“SUBCHAPTER III—THRIPT SAVINGS PLAN
“8431. Contributions.
‘9422 Vesting, .
“$423. Entitiement and elections relating to
entitlement.
“8424. Annuities: methods of payment; elec-
tion: and computation.
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*“8425. Administrative provisions relating to
paymemnts and elections.
*‘8426. Thrift Savings Pund.

“8421. tment of Thrift Savings Fund.
“8428. X::mun‘.

'SUBCHAPTER IV—SURVIVOR SENEFITS

“8431. Basic plan spousal benefits relating
to the death of a participant or
former participant other than

‘ an annuitant.

“8432. Basic plan spousal and insuradble in-
terest benefits relating to the
death of an annuitant.

“8433. ‘Burvivor benefits under the thrift
savingsplan.
benefits 0 marriage
after commencement of an an.

auity. .
*“8435. Burvivor benelits Tor l‘rmer Spouses:
entitlements; amount.
*8436. Survivor benefits for former xpouses:
elections, and collec-
mﬂom. and administrative provi-

'8437. Termination of entitiement.

“8438. Deposits to the Fund.
“SUNCHAPYER Y-—BISaSTLITY SENEYITS

“8441. initions.

“8442. ment.

“8443. tation of benefits.

“B441. tion.

*'8445. Medical examinations.

“8448. ers of alternative employment.

8447, Very or restoration of earning

capacity.

8448, Reht:nmlp to workers’ compensa-
on.

‘8449. Military reserve technicians.

“8450. Administrati

. ve provisions.
“8451. Annual special contin-

' gency reserve,
“8452. Federal Employees’ Disability Insur.
ance Fund. ,
“SUBCHAPYER ¥I—GENERAL AND

ADMINISTRATIVE PROVISIONS
“8461. Authority of the Office of Personnel
ent.

nuities.
“‘8463. Rate of benefits.
“‘8464. Commencement and termination of

ann
“8465. Wajver, allotment, and assignment of
.. benefits.
“8466. Application for benefits.

s o,
“8468. es and pay on reemployment.
“SUBCHAPTER VII—TRANSITION PROVISIONS
“8471. Tireatment of certain individuals sub-

Ject to the Civil Retire.

“8472 Special rules for participants retain-

ability System.

“8473. Participants mbm the ‘WCon
Employees’ ment tri-
dution Adjustment

Act
“8474. Reemployed annuitants under the
Civil Service Retirement and .

“8475. Exerption from certain offset provi-
sions of the Social S8ecurity

Act.
“8476. Regulations,
“SUBCHAPTER VIII—CIVIL SERVICE THRIPY
MANAGEMENT SYSTEM
‘8491. CivQl Service Thrift Investment

| Boanrd.
“8492. Civil Service Thrift Advisory Com-
ittee.

“3493. Executive Director.
“8494. Investment policy.
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~-3498. Administrative provisions
~-g498. Piduciary mponsibllltles. Jiability
and penealty.

“SUBCHAPTER 1—DEFINITIONS; CIVIL SERVICE

PENSION SYSTEM
=g 530}, Deflnitions

«Except as -otherwise provided in this
chapter, for the purposes of this chapter—
(1) the term ‘account’, when used with re-
spect to & participant or annuitant, means
an account established and maintained
under section 8428(a) of this title;

*(2) the term 'annuitant’ means a former
participant who is entitied to an annuity
under this chapter and who has applied
under this chapter for the payment of the
annuity to commence;

*(8) the term ‘average pay’. when used
with respect to a participant, means the
largest annual rate resulting from averaging
the participant's rates of basic pay in effect
over any 5 consecutive years of creditable
service or, in the case of an annuity under
this chapter based on service of less than §
years, over the total service, with each rate
weighted by the period it was in effect;

*(4) the term ‘basic pay’, when used with
respect to a participant—

*¢(A) means the lesser of —

(1) the basic pay of the participant estab-
lished pursuant to law, without regard to
any provision of law (except sections 5308
and 5382(b) of this title) limiting the rate of

pay actually payable in any pay period (in-
cluding any provision of law restricting the
use of appropriated funds); or

*(ii) the rate of basic pay payable for level
1 of the Executive 8cheduile; and

*(B) includes the items described in sub-
paragraphs (A) through (D) of paragraph
(3) of section 8331 of this title and does not
include the items excluded by such para-

graph;

‘(5) the term ‘Board’ means the Civil
Service Thrift Investment Board estab-
lished by section 8491(a) of this title;

*¢8) the term °‘Civil Service Retirement
and Disability Fund' means the Civil Service
Retirement and Disability Fund referred to
in section 8348 of this title;

*('7) the term ‘court’. when used with re-
spect to 8 judgment, decree, order, or other
judicial action, means any court of the
United States, a State, the District of Co-
lumbia, the Commonwealth of Puerto Rico,
or a territory or possession of the United
States, or any Indian court, having jurisdic-
tion to issue such judgment. decree, or order
or to take such other judicial action;

*(8) the term ‘Director’ means the Direc-
tor of the Office of Personnel Management.

“(9) the term ‘dynamic assumptions’
means economic assumptions that are used
in determining actuarial costs and liabilities
of a retirement gystem and in anticipating
the effects of long-term future—

*“(A) Investment ylelds,

*(B) increases in rates of basic pay, and

*(C) rates of price inflation;

“(10) the term ‘earnings’. when used with
respect to the Thrift S8avings Fund, means
the amount of the gain realized or yield re-
?eivded from the investment of sums in such

an

*“(11) the term ‘eligible former spouse’,
when used with respect to a participant or
former participant, means a former spouse
of the participant or former participant who
was married t0 the participant or former
participant for at least 9 months;

*(12) the term ‘employee’ means—

*(A) each individual referred to in sub-
paragraphs (A), {E), (F), (H), (I), and (J) of
section 8331(1) of this title, including an em-
ployee of the United States Park Police and
an employee of the United States Becret
Service: and

" CONGRESSIONAL RECORD — SENATE

“(B) a Congressional employee as defined
in section 2107 of this title, including a tem-
porary Congressional employee.
any of whose service after December 31,
1983, is employment for the purposes of

.title 1I of the 8ocial Security Act and chap-

ter 21 of the Internal Revenue Code of 1054,
except that such term does not include any
individual referred to in clause (i), (ii), (v),
(vi), or (ix) of paragraph (1) of section 8331
of this title or in the material
after clause (ix) of such paragraph. any in-
dividual excluded under section 8402(bX2)
of this title, or any individual who was sub-
ject to subchapter 111 of chapter 83 of this
title on December 31, 1983, and has not
commenced participation in the System pur-
suant to section 8471 of this title;

“(13) the term ‘Executive Director' means
the Executive Director appointed under sec-
tion 8493(aX1) of this title;

“(14) the term ‘firefighter’ means an em-
ployee the duties of whoee position—

“(A) are primarily to perform work direct-
ly connected with the control and extin-
guishment of fires; and

“(B) are sufficiently rigorous that employ-
ment opportunities are required to be limit-
ed to young and physically vigorous individ-
uals, as determined by the Director consid-
ering the recommendation of the employing

agency.

“(18) the term ‘Fund’ means the Civil
Service Retirement and Disability Fund;

*(18) the term ‘Gevernment’ means the
Federal Government and Gallaudet College;

“(17) the term ‘law enforcement officer’
means an employee, the duties of whose po-
sition—

“(A) are primarily (i) the investigation,
apprehension, or detention of individuals
suspected or convicted of offenses against
the criminal laws of the United States, or
(i) the protection of officials of the United
States against threats to personal safety:
and

-*(B) are sufficiently rigorous that employ-
ment opportunities are required to be limit-
ed to young and physically vigorous individ-
uals, as determined by the Director consid-
ering the recommendation of the employing
agency;

*(18) the term ‘loss’, 'hen used with re-
spect to the Thrift SBavings Fund, means the
amount of the loss realised from the invest-
ment of sums in such fund;

*(19) the term ‘lump-sum credit’ has the
same -meaning as provided by section
8331(8) of this title;

“(20) the term ‘Member’ has the same
meaning as provided in section 2106 of this
title, except that such term does not include
a person who (A) was a Member of Congress
on December 31, 1983, and (B) has not com-
menced participation in the System pursu-
ant to section 8471 of this title; -

*(21) the term ‘military reserve techni-
cian’ means a member of one of the reserve
components of the Armed Forces specified
in section 261(a) of title 10 who—

“(A) is assigned to a civilian position as &
technician in the administration and train.
ing of such reserve components or in the
maintenance and repair of supplies issued to
such reserve components; and

“(B) as & condition of employment in such
position, is required to be a member of one
of such reserve components serving in a
specified military grade;

*(22) the -term ‘net earnings’ means the
excess of earnings over losses;

*(23) the term ‘net losses’ means the
excess of Josses over earnings:

“(24) the term ‘normal cost’ means the
entry-age normal cost of the provisions of
the System which relate to the Fund, com-
puted by the Office in accordance with gen-

S 10431

erally accepted stuarial practice and stand-
ards (using dynamic assumptions) and ex-
pressed q a level percentage of aggregate
basic pa;
“(25) the term ‘Office’ means the Office of
Personnel Management;
“(20) the term ‘participant’ means an em-
loyee or ber or & person who is recejv-
dm.hal‘t;m benefits under subchapter V
o( this chapter;
“(27) the term ‘price index’ has the same
meaning as provided in section 8331(18) of
this title; |

“(28) the term ‘service’, when used with
respect a participant or former partici-
pant,

“(A)

‘“(B) sul
military as
8332(c) of this title; and

*¢C) se! that §s creditablp under sub-
chaptermofchspter”of this title, but

only to the extent provided in aecuon
8472(a) of this title;

“(29) term ‘supplemental lhblllty
means the estimated exceas of —

“CA) sctuarial present wvalue of all

ployment as a participant;
ject to section 841844) of this title,
4 in section

future fits payable from the Fund
under chapter, over
*“(B) the sum of—- -

“(1) the sctusrial present value of the
future contributions to be made on behalf

of part ts pursuant to section 8418(a)
of this title; and

“(if) the balance in the Fund attributable
to the 8y on the date the supplemental
lability is determined; and

“(30) the term ‘System’ means the Civil
Service on System described in section

8402(a) of this title.
“l&::l Civil S8ervice Pension Bystem; participa-

‘*(a) The provisions of this chapter com-
prise the Civil Service Pension System.

“(bX1) Except as provided in paragraph
(2) of this subsection, each employee and
Member shall be a participant in the
System.

“(2XA) The Office may exclude from the
operation of this chapter an employee or
group of employees in or under an Execu-
tive agency whose employment is temporary

or lntemuuent.. except an employee whose
employment Is part-time career employment
(as defined in section 3401(2) of this title).

“(B) Architect of the Capitol may ex-
clude fi the operation of this chapter an
employee under the Office of the Architect
of the tol whose employment is tempo-
rary or of uncertain duration.

*(C) The Librarian of Congress may ex- -

clude from the operation of this chapter an
employee under the Library of Congress
whose employment is temporary or of un-
certain duration.

“§ 8403. Relationship to the Social Security Act

“Except as otherwise provided in this
chapter, .the benefits payable under the
System in addition to the benefits pay-
able under the Social Security Act.

“SUBCHAPTER I1-BASIC PLAN
“§ 8411. Entitlement to immediate retirement

*“(a) An éemployee or a Member who Is sep-
arated from Government employment after
becommq‘::v‘y::rs of age and completing 10
yeasg of is entitled to an immediate
annuity.

*(b) An employee or a8 Member who is sep-
arated from Government employment after
becoming 62 years of age and completing §
yeu:lolhervlce hmtmed to an immediate
ann

*(c) An employee who is separated from
Government employment after completing
25 years of service as a law enforcement of-
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3
ficer or firefighter, or any combination of
such service totaling at least 25 years, is en-
titled to an immediate annuity.

*(d) An employee who is separated from
Government employment after completing
25 years as an air traffic controller is enti-
tled to an immediate annuity.

“(eX1) Except as provided in paragraphs
(2) and (3) of this subsection, any employee
who has compieted 25 years of service, or is
not less than 50 years of age and has com-
pleted 20 years of service, and who—

“(A) is separated from Government em-
ployment involuntarily, except by removal
for cause on charges of misconduct or delin-
quency, or .

“(B) while serving in a geographic area
designated by the Director, is voluntarily
separated from Government employment
during a period that (as determined by the
Director)— )

“(1) the agency in which the employee is
serving is undergoing a major reorganiza-
tion, a major reduction in force, or a major
transfer of function, and

“(1i) a significant percentage of the total
number of employees serving in such agency
will be separated or subject to an immediate
reduction in the rate of basic pay (without
regard to subchapter VI of chapter 53 of
this title or comparable provisions),
is entitled to an immediate annuity.

*(2) An employee described in paragraph
(1XA) of this subsection is not entitled to an
annuity under this subsection if the employ-
ee has declined a reasonable offer of an-
other position in the employee’s agency for
which the employee is qualified and the of-
fered position is not lower than 2 grades-or
pay levels below the employee's grade or
pay level and is within the employee’s com-
muting area.

*(3) Paragraph (1) of this subsection shall
not apply to a firefighter, law enforcement
officer, or air traffic controller who has
completed 25 years of service. -

*“(f) An annuity authorised by this section
is computed under sections 8413 through
8415 of this title.

“§ 8412. Entitlement to deferred retirement

*“(a) A participant who is under 55 years of
age and separates from Government em-
ployment after completing 10 years of serv-
ice is entitled to an annuity to commence on
or after the date the participant becomes 55
years of age but not later than the date the
participant becomes 62 years of age, ss
elected by the participant under rules pre-
scribed by the Office.

‘“(b) A participant who is under 62 years
of age and separates from Government em-
ployment after completing 5 years of service
and before completing 10 years of service is
entitled to an annuity to commence on the
date the participant becomes 62 years of

age.

**(¢) An annuity authorized by this section
is computed under sections 8413 through
8415 of this title.

“§ 8413. Computation of annuity

*“(aX1) Except as provided in section 8414
or 8415 of this title, the amount of the an-
nuity an annuitant is entitled to receive
under this subchapter shall be equal to the
product of 1 percent of the former partici-
pant’s average pay (while serving as an em-
ployee or Member) multiplied by the par-
ticipant’s total service. .

*“2) For the purposes of computing the
amount of an annuity under paragraph (1)
of this subsection, the total service of a par-
ticipant who separates from Government
employment entitled to an immediate annu-
ity or who dies leaving a survivor or survi-
vors entitled to a survivor annuity under
this chapter includes days of unused sick
leave credited to the participant under a

formal leave system to the same extent that
unused sick leave is credited in computing
an annuity of a person who is gubject to
subchapter III of chapter 83 of this title, as
provided in section 8339%(m) of this title.
‘“(bX1) A former participant who is enti-
tled to receive an annuity under subsection

(c) or (@) of section 8411 of this title and is

at least 55 years of age and not more than
62 years of age shall be entitled to receive
an annuity supplement, in addition to the
amount of the annuity computed under sub-
section (a) of this section, while the former
participant is under 62 years of age.

‘(2) The amount of the annuity supple-
ment payable to a former participant under
paragraph (1) of this subsection shall be
equal to the estimated amount of the bene-
fits that—

“(A) the former participant would be enti-
tled to receive under title II of the Social
Security Act {f the participant were 82 years
of age on the date the annuity referred to in
such paragraph commences; and
‘(B) is attributable to service referred to
in section 8411(c) or 8411(d) of this title, as
the case may be,
computed on the date such annuity com-
mences and increased as provided in para-
graph (3) of this subsection.

*(3) Effective on January 1 of each year,
the amount of the annuity supplement pay-
able to a former participant under this sub-
section shall be increased by the percentage
increase, if any, in the SSA average wage
index (as defined in section 218(iXIXG) of
the Social Security Act) published for No-
vember of the preceding year over such
index published for November of the next
preceding year.

“(c) In computing under this section the
annuity of an individual who has performed
service on less than a full-time basis. such
service shall credited on a proportional basis
equal to the fraction that such service is of
full-time service, and the annual rate of
basic pay that would be payable for full-
time service in the position shall be deemed
to be the rate of basic pay. :

“§ 8414. Reduction for early retirement

*The annuity computed under section
8413(a) of this title (without regard to this
section or section 8413 of this title)—

*(1) for an annuitant, other than an annu-
ftant referred to in paragraph (2) or (3) of
this section, who is under 62 years of age on
the date on which the annuitant's annuity
commences shall be reduced by one-sixth of
1 percent for each month that the annui-
tant is under such age on such date;

“(2) for an annuitant, other than an annu-
itant entitled to an immediate annuity
under section 8411(e) of this title and an an-
nuitant referred to in paragraph (3) of this
subsection, who is at least 55 years of age
and is under 62 years of age on the date on
which the annuitant’s annuity commences
and has not completed 30 years of service
shall be reduced by five-twelfths of 1 per-
cent for each month that the annuitant is
under 62 years of age on such date; and

‘«3) for an annuitant who is entitled to an
immediate annuity under subsection (¢) or
(d) of section 8411 of this title or who sepa-
rated from Government employment as a
military reserve technician shall be reduced
by five-twelfths of 1 percent for each month
that the annuitant is under 55 years of age
on the date on which the annuitant’s annu-
ity commences. -

“8 8415. Reduction for survivor annuities

“(a) The annuity of an annuitant comput-

ed under section 8413 of this title and, if ap-

propriate, under section 8414 of this title

shall be reduced by an estimated amount

such that the actuarial present value of the

. retirement benefits expected to be payable
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to the annuitant under this subchapter and
all survivor benefits expected to be payable
out of the Fund with respect to the annui-
tant is equal to the actuarial present value
of the retirement benefits that would be ex-
pected to be payable under this subchapter
to the annuitant pursuant to the method re-
ferred to in section 8416(aX3XA) of this
title, as determined under regulations pre-
scribed by the Office.

*“(b) A reduction in the annuity of an an-
nuitant pursuant to subsection (2) of this
section shall be adjusted, as appropriate to
carry out such subsection, to reflect any
change in circumstances relating to entitle-
ment to a survivor annuity, including any
election' made pursuant tp,’section 8434(a),
8436(b), or 8436(c) of this Xtle.

“8 8416. Methods of Payment

“(aX1) The Office shall prefcribe methods
of payment of annuities under this subchap-
ter. . .

“(2) The methods of payment prescribed
under paragraph (1) of this subsection shall
include, but not be limited to—

“(A) a method which provides for the pay-
ment of a monthly annuity only to an annu-
itant during the life of the annuitant;

‘(B) a method which provides for the pay-
ment of a monthly annuity to an annuitant
and a monthly survivor annuity equal to 50
percent 'of the annuitant’s annuity on the
date of the annuitant’s death (computed
without regard to an election under section
8417(a) of this title) to the annuitant's sur-
viving spouse, if any; and

“¢(C) a. method which provides for the pay-
ment of & monthly annuity to an annuitant
and a monthly survivor annuity equal to 50
percent -of the annuitant’s annuity on the
date of the annuitant's death (computed
without iregard to an election under section
8417(a) of this title) to an individual who is
designated by the annuitant and who has an
insurable interest in the annuitant.

“(bX1) Subject to paragraphs (2) and (3) .

of this subsection— i .

“(A) under such regulations as the Office
shall prescribe, a participant or former par-
ticipant who is applying for an annuity
under this subchapter to commence shall
elect one of the methods of payment pre-
acribed by the Office under subsection (a) of
this section; and c

‘B) the annuity of an annuitant under
this subchapter shall be paid in accordance

with the method of payment elected by the

annuitant pursuant to subparagraph (A) of
this parsgraph.

“(2XA) A participant or former partici-
pant who is married on the date on which
the participant or former participant ap-
plies for an annuity under this subchapter
to commence may elect a method of pay-
ment other than the method described in
subsection (aX2XB) of this section only if
the participant or former participant and
the spouse of the participant or former par-
ticipant jointly waive a survivor annuity
under the method described in such sul -
tion (a)}(2XB). ¢ -

“(B) A walver shall not be effective for
the purpose of subparagraph (A) of this
paragraph unless the waiver is made in writ-
ing, is natarized, and is filed with the Office
on or before the date the annuity to which
the waiver relates commences.

“¢C) A walver made in accordance with
this paragraph shall be irrevocable.

*(3) In the case of an annuitant who is
subject to paragraph (2xA) of this subsec-
tion and fails to make an election under
paragraph (1) of this subsection, an annuity
and survivor annuity shall be paid under the
‘method of payment described in subsection
(aX2XB) of this section.

L




HJ

S R BINE! | ] E1) 1SS A5

Sanitized Copy Approved for Release 2010/05/18 : CIA-RDP89-00066R000200010010-1

July 30, 1985

“(4) A participant or former participant
may elect the method prescribed under sub-
section (aX2XC) of this section only if the
participant or former participant is in good
health on the date the election is made, as
determined by the Office.

“8§ 8417, Level benefits option

() Under regulations prescribed by the
Office. an annuity payable under this sub-
chapter to a participant who is separating
from Government employment entitled to
an immediate annuity under subsection (a)
of section 8411 of this title and is less than
62 years of age may be adjusted as provided
in subsection (b) of this section, if elected by
the participant on er before the date of sep-
aration.

*(bX1) Subject to paragraph (2) of this
subsection, an annuity payable under this
subchapter 1o an annuitant who has made
an election authorized by subsection (a) of
this section may be increased during the
period the annuitant is not less than 55
years of age and is less than 62 years of age
and may be reduced on and after the date
the annuitant is not jess than 62 years of
age as appropriate to provide the annuitant
an annuity under this subchapter, during
each month of such period, in an amount
which approximately equals the total
amount of the monthly benefits payable to
the annuitant under this subchapter and
section 202(a) of the Social Security Act
after such date.

“(2) The actuarial present value of the
benefits expected to be paid under this sub-
chapter t0 the annuitant as provided in
paragraph (1) of this subsection on and
after the date the annuitant becomes 55
years of age may not exceed the actuarial
present value of the benefits that would be
expected to be paid under this subchapter
to such participant on and after such date if
the adjustments authorised by such para-
graph were not made, as determined under
- regulations prescribed by the Office.

“§ 8418. Funding

*“(aX1) Each agency of the Government
employing a participant shall contribute to
the Fund an amount equal to the sum of—

“(A) the normal cost, as determined by
the Office, of (1) each participant who is em-
ployed by the agency, and (ii) each disabled
participant who is entitled to benefits under
section 8442(a) of this title and was em-
ployed by the agency on the date the partic-
ipant became disgbled (computed using av-
erage pay as increased in accordance with
section umbxzxc’ of this title); and

*“(B) th cost, as determined by
the Omee. of the annuity supplement under
section 8413(b) of this title for each law en-
forcement officer, firefighter, and air traffic
controlier who is employed by the agency.

“(2) The contribution required by para-
graph (1) of this subsection to be made by
an agency shall be made from the appro-
priation or fund used to pay the agency's
participants, or, in the case of an é€lected
participant, from an appropriation or fund
available for payment of other salaries of
the office or establishment of the partici-
pant. In the case of a participant in the leg-
islative branch who is paid by the Clerk of
the House of Representatives, contributions
fof the benefit of such participant ahall be
pald from the contingent fund of the House
of Representatives.

*(bX1) The Office shall compute—

“(A) the amount of the supplemental li-
ability of the Pund relating to participants
and annuitants other than participants and
annuitants referred to in subparagraph (B)
of this paragraph, and

*(B) the amount of the supplemental li-
ability of the Fund relating to participants
and annuitants who are active or retired of-
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ficers or employees of the United States
Postal Bervice,

as of the close of each fiscal year beginning
after September 30, 1987.

*(2) The amounts of any supplemental }-
ability—

*“(A) computed pursuant to paragraph
(1XA) of this subsection with respect to par-
ticipants and annuitants referred to in such
paragraph (1XA) of this subsection, and

“(B) computed pursuant to paragraph
(1XB) of this subsection with respect to par-
ticipants and annuitants referred to in such
paragraph (1XB),
shall each be amortized in thirty annual in-

staliments.

‘“(3) At the end of each fiscal year, the
Office shall notify—

*“(A) the Secretary of the Treasury of the
amount of the annual instaliment eomputed
under paragraph (2XA) of this subsection
for such fiscal year, and

“(B) the Postmaster Geners! of the
United States of the amount of the annual
installment computed pursuant to _para-
graph (2XB) of this subsection for such
fiscal year.

“(4XA) Before closing the accounts for a
fiscal year. the Secretary of the Treasury
shall credit the amount of the annual in-
stallment computed for such fiscal year pur-
suant to paragraph (2XA) to the Fund, as a
Government contribution, out of any money
in the Treasury of the United States not
otherwise appropriated.

“(B) Upon receiving a notice required by
paragraph (3XB) of this subsection, the
United States Postal Service shall pay to
the Fund the amount of the annual install-
ment specified in the notice.

*(5) For the purpose of carrying out para-
graph (1) of this subsection with respect to
any fiscal year, the Office may—

“(A) require the Board of Actuaries of the
Civil Service Retirement System to make ac-
tuarial determinations and valuations, make
recommendations, and maintain records in
the same manner as provided in section
8347(1) of this title; and

“(B) may use the latest actuarial determi-
nations and valuations made by such Board
of Actuaries.

“§ 8419. Funding of annuity attributable to mili-
tary service

“(a) Except in the case of an individual
making an election wunder section
8471(aX1XA) of this title, a participant’s or
former participant's service shall include
credit for military service as provided in sec-
tion 8332(¢) of this title without regard to
whether the participant or former partici-
pant has made a deposit covering such mili-
tary service as provided in section 8334(j) of
this title.

“(b) Before closing the accounts for a
fiscal year, the Secretary of the ‘rreuury
shall reimburse the Pund from sums in the
Department of Defense Military Retirement
Fund (established by section 1461(a) of title
10), which are hereby made availabie to pay
the reimbursement, for the normal cost re-
lating to the creditable military service of
employees and Members who became par-
ticipants during such fiscal year, actuarially
adjusted to the date of payment, as deter-
mined by the Office.

“(c) At the end of each fiscal year the
Office shall compute the amount of the re-
imbursement required by subsection (b) of
this section for the fiscal year and shall
notify :he Secretary of the Tme-sury of that
amoun

“S8UBCHAPTER I1II-THRIFT SAVINGS
PLAN

“§ 8421. Contributions

*“(aX1) Each participant may contribute to
the Thrift S8avings Fund in any year an
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amount not exceeding 10 percent of the par-
ticipant's annual rate of basic pay.

“(2) Each participant receiving disability
benefits under subchapter V of this chapter
may, until becoming 62 years of age (in the
case of a person who is disabled within the
meaning of section 8441(4XA) of this title)
or urtil becoming 55 years of age (in the
case 0f a person who is disabled within the
meaning of section 8441(4XB) of this title),
contribute to the Thrift Savings Fund in
any year an amount not exceeding 10 per-
ocent bf the amount of the former partici-
pant's disability benefits payable under

bchapter during su¢h year.

“(3) Any contribution Ainder this subsec-
tion shall be made only pursuant to a pro-
gram of regular contributions under regula-
tions prescribed by the Bosrd.

“(4) At least once each year, a participant
may modify the amount contributed pursu-
ant to paragraph (1) or (2) of this subsec-
tion, as the case may be, under regulations
prescribed by the Board.

“(b) The employing agency of a partici-
pant who contributes to the Thrift Savings
Fund under subsection (2) of this section for
any pay period, or, in the case of a disabled
participant who contributes to such fund
under such subsection for any disability
benefits payment period, the employing
agency of the participant on the date the
participant became disabled (as defined in
section 8441(4) of this title), shall contribute

to the Thrift Savings Fund for the benefit
of such participant or disabled participant
st the end of such period an amount egual
to such portion of the amount of the par-
ticipant’s contribution as does not exceed §
percent of the amount of the gross pay or
gross disability benefits, as the case may be,
payable for such period.

*(¢) The sums required to be contributed
to the Thrift Savings Fund by an employing

agency under subsection (b) of this section
for the benefit of a participant shall be paid
from' the appropriations or funds available
to such agency to pay the basic pay of par-
ticipants or, in the case of an elected partici-
pant, from an appropriation or fund avail-
able for paynient of ether salaries of the
pant's office or establishment. In the
case of a participant in the legislative
branth who is paid by the Clerk of the
House of Representatives, contributions for
the benefit of such participant shall be paid
from the contingent fund of the House of
Representatives.
* *¢(d) For purposes of the Internal Revenue
Code of 1954

“(1) any amount of the participant’s pay
which is contributed to the Thrift 8avings
Fund; and the amount of the employing
agency's matching contributions, shall not
be included in the gross income of the par-
ticipant; and

“(2) the Thrift Savings Pund shall be
treated, for purposes of determining when
amounts In such Fund are included in the
income of any participant, ag described in
section 401(;) of such Code.

“(e) Subsection (dX1) of this section shall
not be construed to provide that any
amount of the participant’s pay which is
contributed to the Thrift Savings Fund
_shall not be included in the term ‘wages’ for
‘purposes of section 209 of the Social Securi-
ty Act or section 3121(a) of the Internal
Revenue Code of 1954.

“§ 8422. Vesting

*(aX1) A participant who separates from
Government employment shall be entitled
to an amount equal to—

*(A) the total amount of the contributions
made under section 8421(a) of this title plus
the total amount of the net earnings in the
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Thrift Savings Fund, or minus the total
amount of the net losses, attributable to
such contributions; and

*“(B) the applicable percentage of the
amount equal to the total amount contrib-
uted to the Thrift Savings Fund for the
benefit of the participant under section
8421(b) of this title plus the total amount of
the net earnings in the Thrift S8avings Fund,
or minus the total amount of the net losses,
attributable to such contributions. as pro-
vided in subsection (b) of this section.

*(2) The amount to which & participant is
entitled under paragraph (1) of this subsec-
tion shall be payable in acoordance with the
election made by the participant pursuant
to section 8423 of this title.

“(bX1) For the purpose of subsection
(aX1XB) of this section, except as provided
in paragraph (2) of this subsection, the ap-
plicable percentage for a participant sepa-
rating from Government employment after
having been a participant in the System for
a period set forth under column I of the
table below is the percentage set forth
under column II of the table below opposite
the description of such period:

“Column I Column Il

Period for which the .
participant has been
a participant in the
8ystem:

Less than 1 year

Not less than 1 year, but less than 2

Applicable
percentage

20

years
Not less than 2 years, but less than 3

years 40
Not less than 8 years, but less than 4

years 60
Not less than 4 years, but less than 5

years 80
Not less than § years................covenenen. 100.

‘42) For the purposes of subsection
(aX1XB) of this section—

*(A) the percentage applicable in the case
of any participant who dies while employed
by the Government shall be 100 percent;

and

*(B) in the case of a participant making
contributions under section 8421(aX2) of
this title, the period for which the person
has been a participant in the System shall
include periods for which such- contribu-
tions were made.

“(c) When an election is made by a particl-
pant under section 8423(c) of this title, the
amount equal to the excess of—

*“(1) the sum of—

“(A) the amounts contributed to the
Thrift Savings Fund with to the
pa.;uclptnt under section 8421 of this title;
and -

*“(B) the net earnings in the Thrift Sav-
ings Fund attributable to such contribu-
tions, over

‘(2) the amount in the Thrift Savings

Fund paid or reserved for payment to or

with respect to the participant pursuant to

section 8423(c) of this title,

shall be transferred to the Treasury of the

United States for credit to Miscellaneous

Receipts.

“8 8423. Entitlement and elections relating to en-
titlement

*“(8) Any participant who separates from
Government employment entitled to an im-
mediate annuity under section 8411 of this
title is entitled and may elect—

“(1) to receive an immediate annuity from
the Thrift Savings Fund;

“(2) to defer the commencement of the
payment of an annuity from the Thrift Sav-
ings Fund until such date as the participant
specifies;

‘(3) to withdraw, in one or more pay-
ments, the amount of the balance credited
to the participant’s account in the Thrift
Savings Fund; or

N RSO W § U S |
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“(4) to transfer the amount of the balance
in the account to an individual retirement

“account or other qualified plan (within the

meaning of the Internal Revenue Code of
1954) of the participant.

“(b) Any participant who separates from
Government employment entitled to a de-
ferred annuity under section 8412 of this
title is entitled and may elect—

*(1) to receive an annuity from the Thrift
Savings Fund to commence on the first date
the participant is entitled to receive the de-
ferred annuity;

*(2) to defer the commencement of the
payment of an annuity from the Thrift Sav-
ings Fund until a date after the first date
the participant is entitled to receive the de-
ferred annuity, as specified by the partici-

pant;

*(8) to withdraw in one or more payments,
on or after the first date the participant is
entitled to receive the deferred annuity, the
amount of the balance credited to the par-
ticipant’s account in the Thrift Savings
Fund; or

“(4) to transfer the amount of the balance
in the account to an individual retirement
account or other qualified plan (within the
meaning of the Internal Revenue Code of
1954) of the participant.

‘“(¢) Any participant who separates from
Government employment before becoming
entitled to an annuity under section 8411 or
8412 of this title iz entitled and may elect—

*(1) to receive an annuity from the Thrift
Savings Fund to commence when the partic-
ipant becomes 62 years of age;

‘“(2) to withdraw, in one or more pay-
ments, the amount computed under section
8422(aX1) of this title, payable when the
participant becomes 62 years of age; or

“(3) to transfer such amount to an individ-
ual retirement account or other gualified
plan (within the meaning of the Internal
Revenue Code of 1954) of the participant.

“(dX1) Subject to paragraph (2) of this
subsection, any participant making an elec-
tion pursuant to subsection (aX2) or (bX2)

. of this section may modify the date speci-

fied in the election or in a previous modifi-
cation under this subsection.

“(2) Any modification of an election under
paragraph (1) of this subsection may not be
made on or after the date specified in the
election or the latest modification made
under such paragraph and may not specify
a date for the commencement of annuity
payments earlier than one month after the
date the modification is filed with the Exec-
utive Director. .

“§ 8424. Annuities: methods of payment; election;
and computation

“(aX1) The Board shall prescribe methods
of payment of annuities under this subchap-
ter

*(2) The methods of payment prescribed
under paragraph (1) of this subsection shall
include, but not be limited to—

‘‘(A) a method which provides for the pay-
ment of & monthly annuity only to an annu-
itant during the life of the annuitant;

‘“(B) a method which provides for the pay-
ment of a monthly annuity to an annuitant
for the joint lives of the annuitant and the
spouse of the annuitant and an appropriate
monthly annuity to the one of them who
survives the other of them for the life of
the survivor;

“(C) a method described in subparagraph
(A) of this paragraph which provides annual
increases in the amount of the annuity pay-
able;

‘(D) a method .described in subparagraph
(B) of this paragraph which provides annual

- increases in the amount of the annuity bay-

able; and
*“(E) a method providing for the payment
of a monthly annuity—
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*“(1) to the annuitant for the joint lives of
the annuitant and an individual, desighated
by the annuitant under regulations pre-
scribed by the Board, who has an insurable
interest in the annuitant; and

“(if) to the one of them who survives the
other of them for the life of the survivor.

“(b) Subject to paragraph (2) of this sub-
section, under such regulations as the Board
shall prescribe, an annuitant electing under
section 8423 of this title to receive an annu-
ity from the Thrift Savings Fund shall
elect, on or before the date on which the an-
nuitant’s annuity under this subchapter
commentes, one of the methqgds of payment
prescri by the Umrder subsection
(a) of this section. A

“¢(c) The amount of an annuity payable
under this subchapter purguant to the
method elected under subsecfion (b) of this
section shall be determined on an actuarial
basis under regulations prescribed by the
Board.

“§ 8425. Administrative provisions relating 10
payments and electiona

“(a) The Executive Director shall make or
provide for payments and transfers in ac-
cordance with an election of a participant
under section 8423 or 8424(b) of this title.

“(b) Any election under section 8423 or
8424(b) of this title shall be in writing and
shall be filed with the Executive Director in
accordance with regulations prescribed by
the Board.

‘“(c) Notwithstanding any other provision
of this section, an election or modification
of an election under any provision of this
subchapter shall not be effective if the elec-
tion or modification would result in a viola-
tion of the terms of an applicable court
decree of divorce, annulment, or legal sepa
ration, or the terms of any court order o1
court-approved property settlement agree-
ment incident to a court decree of divorce,
annulment, or legal separation, as deter-
mined by the Executive Director.

“§ 8426. Thrift Savings Fund

‘(a) There is established in the Treasury
of the United States a Thrift Savings Fund.

“(b) The Thrift Savings Fund consists of
the sum of all amounts contributed under
section 8421 of this title increased by the
total net earnings from investments of sums
in the Thrift Savings Fund or reduced by
the total net losses from ipvestments of the
Thrift Savings Fund.

**(c) The sums in the Thrift Savings Fund
are appropriated and shall remain available
without fiscal year limitation—

(1) to invest under section 8427 of this
title;

‘(2) to pay benefits under this subchapter;

“(3) to pay the administrative expenses of
the Civil Bervice Thrift Investment Manage-
ment System prescribed in subchapter VIII
of this chapter; and

‘“(4) to make loans to participants as au-
thorized under subsection (e) of this section.

“(dX1) Except as provided in paragraph
(2) of this subsection, sums in the Thrift
Savings d are not subject to execution,
levy, attachment, garnishment, or other
legal process.

‘(2) Moneys due or payable from the
Thrift Savings Fund to any individual and,
in the case of an individual who is & partici-
pant, moneys which the individual would be
entitled to receive under section 8422 of this
title upon separation from Government em-
ployment shall be subject to legal process
for the enforcement of the individual's legal
obligations to provide child support or make
alimony payments as provided in section 459
of the Social Security Act (42 U.8.C. 659) or
to pay any indebtedness of the individual to
the United States. .
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*"(e) The Board shall establish a program
to make loans from the Thrift 8avings Fund
to a participant in case of financia) hardship
and shall prescribe regulations to carry out
such program. Any such loan shall be made
only out of sums contributed to the Thrift
8avings Fund by the participant and net
earnings attributable to such suins.

“(f) The sums in the Thrift Savings Fund
shall not be appropriated and may not be
used for any purpose other than the pur-
poses specified in this section.

“# R27. Inventment of Thrift Savings Fund

*“(a) For the purposes of this section—

“(1) the term ‘Common Stock Index In-
vestment Fund' means the Common Stock
Investment Fund established under subsec-
tion (b)X1XC) of this section;

*(2) the term ‘equity capital’ means
common and preferred stock, surplus, undi-
vided profits, contingency reserves, and
other capital reserves;

“(3) the term ‘Fixed Income Investment
Fund' means the Pixed Income Investment
Fund established under subsection (bX1XB)
of this section;

*(4) the term 'Government Securities In-
vestment Fund' means the Government Se-
curities Investment Fund established under
subsection (bX1XA) of this section;

“(5) the term ‘net worth’ means capital,
paid-in and contributed surplus, unassigned
surplus, contingency reserves, group contin-
gency reserves, and special reserves;

“(6) the term ‘plan’ means an employee
benefit plan, as defined in section 3(3) of
the Employee Retirement Income Security
Act of 1974 (29 U.S.C. 1002(3));

“(T) the term ‘qualified professional asset
manager’ means—

*“(A) 8 bank, as defined in section 202(aX2)
of the Investment Advisers Act of 1940 (15
U.8.C. 80b-2(aX2)) which—

“(1) has the power to manage, acquire, or

of assets of a plan; and

*“(ii) has, as of the last day of its latest
fiscal year ending before the date of & deter-
mination for the purpose of this clause,
equity capital in excess of $1,000,000;

*(B) a savings and loan association, the ac-
counts of which are insured by the Federal
S;tl\'lxlx‘zs and Loan Insurance Corporation,
which-—

“(1) has applied for and been granted trust
powers to manage, acquire, or dispose of
assets of a plan by a State or Government
authority having supervision over savings
and loan associations; and

“(1i) has, as of the last day of its latest
fiscal year ending before the date of a deter-
mination for the purpose of this clause,
e«lmlty capital or net worth in excess of

m- .

“(C) an insurance company which—

“(1) is qualified under the laws of more
than one State to manage, acquire, or dis-
pose of any assets of a plan;

*(il) has, as of the last day of its latest
fiscal year ending before the date of a deter-
mination for the purpose of this clause, net
worth in excess of $1,000,000; and

“(iil) is subject to supervision and exami-
nation by a State authority having supervi-
sion over insurance companies; or

‘(D) an investment adviser registered
under section 203 of the Investment Advis-
ers Act of 1940 (15 U.S.C. B0b-3) if the in-
vestment adviser has, on the last Hay of its
latest fiscal year ending before the date of a
determination for the purpose of this sub-
paragraph, total client assets under its man-
agement and control in excess of
$50,000,000, and—

“(1) the investment adviser has. on such
day. shareholder's or partner's equity in
excess of $750,000; or

*“(ii) payment of all of the investment ad-
viser's” liabilities,” including any liabilities

: : - B R
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which may arise by reason of a breach or
violation of & duty described in section 8497
of this title, is unconditionally guaranteed
by— :

*“(I) a person who directly or indirectly,
through one or more intermediaries, con-
trols, is controlied by, or is under common
control with the investment adviser and
who has, on the last day of the person's
latest fiscal year ending before the date of a
determination for the purpose of this
clause, shareholder’s or partner's equity in
an amount which. when added to the
amount of the shareholder's or partner's
equity of the investment adviser on such
day, exceeds $750.000;

“(II) & qualified professional asset manag-
er described in subparagraph (A), (B), or (C)
of this paragraph: or

“(III) a broker or dealer registered under
section 15 of the Securities Exchange Act of
1934 (15 U.S.C. 780) that has, on the last
day of the broker's or dealer's latest fiscal
year ending before the date of a determina-
tion for the purpose of this clause, net
worth in excess of $750,000; and

“(8) the term ‘shareholder’s or partner's
equity’, when used in paragraph (7XD) of
this subsection with respect to an invest-
ment adviser or a person who is affiliated
with the investment adviser in & manner de-
scribed in clause (iiXI) of such paragraph
(TXD), means the equity shown in the most
recent balance sheet prepared for such in-
vestment adviser or affiliated person, in ac-
cordance with generally accepted account-
ing principles, within 2 years before the
date on which the investment adviser's
status as a qualified professional asset man-
ager is determined for the purposes of this
section.

“(bX1) The Board shall establish—

“(A) a Government Securities Investment
Fund under which sums in the Thrift Sav-
ings Fund are invested in securities of the
United States Government issued as provid-
ed in subsection (g) of this section;

*(B) a Fixed Income Investment Fund
under which sums in the Thrift Savings
Fund sre invested in insurance contracts,
certificates of deposits, or other instruments
or obligations which (i) are issued or select-
ed by qualified professional asset managers,
and (ii) return the amount invested and pay
interest, at a specified rate or rates, on that
amount during a specified period of time;

- “(C) & Common Stock Index Investment
Fund as provided in paragraph (2) of this
subsection; and -

(D) such other investment funds as the
Board determines to be appropriate for the
purposes of this subchapter.

“:2)(A) The Board shall define an index
which—

“(1) consists of all of the common stocks
that are publicly listed and traded on one or
more national securities exchanges, or

“(ii) is a commonly recognized index com-
prised of common .stock the aggregate
market value of which is at least 50 percent
of the aggregate market value of all
common stocks that are publicly listed and
traded on one or more national securities
exchanges.

*(B) The Common Stock Investment

-Fund shall be invested in each stock that is

included in the index defined under sub-
paragraph (A) of this paragraph such that,
to the extent practicable, the percentage of
the Common Stock Investment Fund that is
invested in that stock is the same as the per-
centage determined by dividing the aggre-
gate market value of all shares of that stock
by the aggregate market value of all shares
of all stock included in such index.

*(eX1) The Executive Director shall invest
in the Government Securities Investment

Fund the sums which are in the Thrift Sav-
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ings Fund. are available for investment. and
are not to be invested in an investment fund
referred to in subsection (bX1XB), (bX1XC).
or (bXIXD) of this section pursuant to an

election made under subsection (d) of this

section.

*(2) Except as provided in subsection (e)
of this section, the Executive Direztor shall
invest sums available in the Thrift Savings
Fund for investment as provided in elections
made under subsection (d) of this section.

“(dX1) Except as provided in subsection
(e) of this section, at least once each year. a
participant or former participant may elect
the investment funds referred to in subsec:
tion (b) of this sectionrl‘nx which the sums
in the Thrift Savings Fuaid credited to the
account of such participant or former par-
ticipant are to be invested or reinvested.

*(2) The election may be riade by a partic-
ipant or former participant under para-
graph (1) of this subsection only in accord-
ance with regulations prescribed by the
Board and within such period after the date
the participant's or former participant's
annual statement is transmitted to the par-
ticipant or former participant pursuant to
section 8428(b) of this titie as the Board
shall prescribe in such regulations.

‘“¢eXIXA) The Executive Director shall
invest a percentage of the total amount
that—

*“(i) is contributed to the Thrift Savings
Fund by a participant under section 8421(a)
of this title during a year described under
column I of the first table of minimum Gov-
ernment securities investments set out in
subparagraph (B) of this paragraph. and

“(i§) is available for investment,
in the Government Securities Investment
Fund as provided under column II of the
table opposite the description of such year.

“(B) For the purposes of subparagraph
(A) of this paragraph, the first table of min-
imum Government securities investments is
as follows:

“Column 1 Column 11
Year: Minimum percentage of
the amounts contrib-
uted by a participant
for each month of
such year to be in-
vested in the Gov-
ernment  Securities
Investment Fund:
1987 100
1988 80
19889, 60
1990, 40
1991 20

“(2XA) The Executive Director shali

invest a percentage of the total amount -

that—

“(1) is contributed to the Thrift Savings
Fund by the Government for the benefit of
a participant pursuant to section 8421(b) of
this title during a year described under
column I of the second table of minimum
Government securities investments set out
in subparagraph (B) of this paragraph, and

*“(ii) is available for investment,
in the Government Securities Investment
Fund as provided under column II of the
table opposite the description of such year.

*(B) r the purposes of subparagraph
(A) of this paragraph, the second table of
minimum Government securities invest-
ments is as follows:
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“Column I
Year:

Column 11

1987-1992
1093
1994
1995
1996

*(3) All sums credited to the Thrift Sav-
ings Fund pursuant to section 847%(d) of
this title ghall be invested in the Govern-
ment Securities Investment Fund.

*(4) The sums which are invested in the
Government Securities Investment Fund as
required by this subsection and are returned
to the Thrift Savings Fund after maturity
of the securities purchased with such sums,
and the amounts earned on the investment
of such sums, shall be reinvested in the
Government Securities Investment Fund.

‘(1) The Secretary of the Treasury shall
issue notes under section 3103 of title 31 as
appropriate to meet the investment needs of
the Thrift Savings Fund under this section.
Tiie notes shall have a 2-year maturity,
shall be redeemable at par, and shall bear
interest at a rate equal to the average
market yleld, computed as of the end of the
calendar month next preceding the date of
the issue, of all 3-year notes then forming a
part of the public debt of the United States.
1f the average market yield is not & multiple
of 1/8 of 1 percent, the rate of interest on
the obligations shall be the multiple of 1/8
of 1 percent mesrest the sverage market
yield.

“8 8428. Accounting

“CaX1) The Executive Director shall estab-
lish and maintain an account for each par-
ticipant making contributions under section
8421(a) of this title.

*(2) The balance in the account of a par-
ticipant or former participant at any time is
the excess of —

“(A) the sum of—

“4) all contributions made to the Thrift

Savings Fund by the participant or former
gﬁtidunt under section 8421(a) of this
e,

“@ii) all contributions made to such fund
for the benefit of the participant or former
“purtu fcipant under section 8421(b) of this

e;

*“(iii) the amounts transferred to such
fund with respect to the participant or
former participant under section 8473(b) of
this title; and :

“{tv) the total amount of the allocations
made to and reductions made in the account
pursuant to paragraph (3) of this eection,
over

“<B) the amounts paid cut of the Thrift
Savings Fund with respect to such partici-
pant or former participant under this sub-

and subchapter IV of this title.

“(3) Pursuant to regulations prescribed by
the Board, the Executive Director shall allo-
cate to the account of each participant er
former participant an amount equal ¢o0 & pro
rata share of the net earnings and net losses
from each investment of sums in the Thrift
Savings Fund attributable to sums credited
to the account of such participant, reduced
by an appropriate share of the administra-
tive expenses of the Civil Service Thrift In-
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vestment Management System prescrived In
subchapter VIII of this chapter, as deter-
mined by the Executive Director.

“(b) The Executive Director shall provide
each participant and former participant an
annual statement of the balance in the par-
ticipant’s or former participant's account.

“(cX1) For the purposes of this subsec-

tion, the term “qualified public accountant’

shall have the same meaning as provided in
section 103aX3IXD) of the Employee Re-
tirement Inoome Security Act of 1974 (29
US.C. 102¢(aX3XD)).

*(2) The Executive Director shall annual-
1y engage, on behalf of all , &N
independent qualified public eccountant,
who shall conduct an examination of any

accounts established under subsection (a) of .

this section and of other books and records
maintained in the administration of this
subchapter as the asccountant considers nec-
essary to enable the accountant to make the
determination required by paragraph (3) of
this subsection. The examination shall be
conducted in accordance with generally ac-
cepted auditing standards and shall {nvolve
such tests of the sccounts, books, and

NEeCcessary.

“(3) The independent qualified public ac-
oountant oonducting an examimtion under
paragraph (2) of this subsection shall deter-
mine whether the socounts, books, and

‘records referred to in such parsgraph have

been maintained in conformity with gener-
ally acoepted accounting principles applied
on a basis consistent with the application of
such principles during the examination con-
ducted under such paragraph during the
preceding year. The accountant shal) trans-
mit to the Board a report on his examina-
tion, including his determination under this
paragraph.

‘““4) In making a determination under
paragraph (3) of this subsection, the ac-
countant may rely on the correctness of any
actuarial matter certified by an enrolled ac-
tuary, {f the accountant states his reliance
in the report transmitted to the Board
ander such paragraph.

“SUBCHAPTER IV-SURVIVOR
BENEFITS

“§ 8431. Basic plon epousal benefits relasing ¢o the desth
of a participant er ferener pasticipant ether
thaz an aanuitant

“(a)1) If a participant dies after perform-
ing 3 or more years of service and before
separating from Governmemnt employment
and the participant has satisfied the age

tion 8411 of this title befare the date of
death, the surviving spouse of a deceased
participant shall be entitled to s survivor
annuity payabie out of the Fund.

*“(2) U a participant dies after performing
8 or more years of service and before sepa-
rating from Government employment and
the participant has not satisfied the age and
service requirements for retirement entitled
to an immediate annuity under section 8411
of this title before the date of death, the
surviving spouse of & deceased participant
shall be entitied to a survivor annuity pey-
able out of the Fund. The survivor annuity
shall commence on the first date the partici-
pant could have retired entitied to an imme-
diate annuity under section 8411 of this titie
if the participant had continued to live and
hed continued to be a participant until such

date.

‘“(8) The amount of the survivor annuity
payable under paragraph (1) or (2) of this
subsection {0 the surviving spouse of a de-
oeased participant ghall be equal to §0 per-
ocent of the annuity computed with respect
to the decensed participant pursuant to sec-

July 80, 1985

tions 8418, 8414, and 84135 of this title as if
the M!dm.nt had n:!hr:d“fru:d Oovetr’::

t employment on y ore the
o-u of death and had elected the method of
payment described in section 8416(aX2XB)
of this title.

~(bX}1) If a former participant dies enti-
tled to s deferred annuity under section
8412 of title before payment of an an-
nuity under subchapter 11 of this chapter to
the former participant commences, the sur-
viving spouse of the deceased former particl-
pant is entitied to s survivor annuity pay-
able out of the Fund.

*“(2) The amount of the survivor annuity
payable under paragraph-(1) #f this subsec-
tion to the surviving spouse”of & deceased
former participant shall be’squal to 50 per-
cent of the annuity which the deceased
former participant would haveybeen entitied
to receive under such section if the deceased
former participant—

*{A) had been 53 years of age on the day
before the date of death, or

“(B) in: the case of a former participant
who was 55 years of age or older on such
day and was not receiving such annuity, had
commenoced $0 receive such deferred annu-
ity on such day,

. computed under sections 8413, 9414, and

8415 of this title.
1mmmwmwm—mu
reluting to the deuth of an smmuitant
“A survivor annuity shall be pald out of
the Fund with respect to s deceased annui-

“¢1) in'accordamce with the method of
payment elected by the annuitant under
section 8418 of this title;

“(2) as provided in subsection (bX3) of
such sectfon; or

“(3) in mcoordance with an election made
by the annuitant under section 8434(a) or
8486(c) of this title.

“3 8133. Surviver benefits under the hrift savings plan

“(a) A survivor annufty shall be pald out

of the Thrift Savings Fund with respect toa
deceased annuitant as provided under a
method of payment of annuities elected by
the annuitant under section 8424(b) of this
title ar in accordance with an election made
by the annuitant under section 3434(a) or
8436(c) of this title. The amount of the sur-
vivor annuity shall dbe determined on an ac-
tuarial basis under regulations prescribed by
the Board. _
“(bX1) Except as provided in subsection
(@) of this section, the amount in the ac:
count established and maintained for a de-
ceased participant or deceased former par-
ticipant (other than a deceased annuitant)
pursuant 1o section $428(a) of this title, de-
termined on the date of an election under
subsection (c) of this section, shall, subject
to the limits of the entitlement set out in
section 8422(aX1) of this title (without
regard o section 8422(aX2) of this title), be
paid as provided in paragraph (2) of this
subsgection.

‘42XA) Exoept as provided i subpara-
graph (B) of this paragraph, payment under
paragraph (1) of this subsection shall be
meade to the surviving spouse of the de-
ceased or former participant
pursuant 'te the method elected under sub-
section (c) of this section.

“(B) If » deceased participant or former
participant referred to in paragraph (1) of
this subsection is not survived by a spouse,
payment under such paragraph shall be
made to—

“(1) any individual who has an insurable
interest i the participant or former partici-
pant and has been designated by the partici-
pant for the purpose of such paragraph
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under regulations prescribed by the Board:

or

“(ii) if the deceased participant or former
participant did not make a designation as
provided in clause (i) of this subparagraph,
to the estate of the deceased participant or
former participant.

*“(¢) A surviving spouse entitled to pay-
ment of benefits under subsection (b) of this
section may elect—

“(1) to receive an annuity from the Fund
payable monthly for life;

*(2) to transfer the amount referred to in
such subsection to an individual retirement
account (within the meaning of the Internal
Revenue Code of 1954) of the surviving
spouse; or

*“(3) to withdraw such amount in one or
more payments.

“(d) Any amount required for the pay-
ment of a survivor annuity with respect to a
deceased participant or deceased former
participant out of the Thrift Savings Fund
pursuant to section 8435 of this title shall
be deducted and withheld from a distribu-
tion made with respect to the deceased par-
ticipant or deceased former participant pur-
suant to subsection (b) of this section. The
amount deducted and withheld shall be
maintained in the Thrift S8avings Fund until
expended in payment of the survivor annu-
ity or until the survivor annuity terminates.
Any sums remaining from the amount de-
ducted and withheld after the termination
of the survivor annuity, plus net earnings
realized from investment of such amount,
shall be distributed as provided in subsec-
tion (b) of this section.

“# 8434. Basic and thrift savings plan survivor benefits re-
lating to marriage after commencement of
an annuity

“(a) If an annuitant—

*(1) is married on the date that the annui-
tant applies for payment, of an annuity
under subchapter II of this chapter to com-
mence, the marriage terminates, and the an-
nuitant remarries, or

" *%(2) is not married on such date and mar-
ries after such date,

the annuitant may irrevocably elect during

the later marriage to provide an annuity for

such annuitant's spouse under the method
of payment described in section
8416(aX2)(B) or subparagraph (B) or (D) of
section 8424(aX2) of this title. An election

under this subparagraph shall be made in a

signed writing received by the Office within

2 years after the date of the remarriage or

e, &8 the case may be.

*“(b) An election under subsection (&) of
this section shall be effective the first day
of the second month beginning after the -
election is received by the Office (in the
case of a survivor annuity payable out of
the Fund) or the Executive Director (in the
case of a survivor annuity payable out of
the Thrift Savings Fund), but not earlier
than 9 months after the date of the remar-
riage referred to in paragraph (1) of such
subsection or the date of the marriage re-
f’erred to in paragraph (2) of such subsec-
tion.

*“(c) An annuitant making an election
under subsection (a) of this section to pro-
vide a survivor annuity payable out of the
Fund shall, within 2 years after the date of
the remarriage referred to in paragraph (1)
of such subsection or the date of the mar-
riage referred to in paragraph (2) of such
subsection, deposit in the Fund an amount
determined by the Office, as nearly a5 may
be administratively feasible, to reflect the
.amount by which the annuity of such annu-
itant would have been reduced if the elec-
tion had been in effect since—

“(1) the date that payment of an annuity
to the annuitant under subchapter I1 of this
chapter commenced, or
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*(2) if the annuity had previously been re-
duced to provide for a survivor annuity
under section 8432 of this title, the date the
previous reduction in such annuitant's an-
nuity was terminated under section 8415(b)
of this titie,

plus interest computed as provided in sec-
tion 8438(a) of this title.

“(d) Notwithstanding any other provision
of this section, an election under this sec-
tion may not be made for the purpose of
providing a survivor annuity payable from
the Fund to a spouse of an annuitant by re-
marriage if—

(A) such spouse was married to the annu-
itant on the date that payment of an annu-
ity to the annuitant under subchapter II of
this chapter commenced; and

‘“(B) rights to survivor benefits for such
spouse based on marriage to such annuitant
were then waived under section 8416(bX2)
of this title.

“8 8435. Survivor bemelits for eligible former spounes: en-
titlement; amount

*(a) Subject to subsections (b) through (g)
of this section, an eligible former spouse of
a deceased participant or deceased former
participant who dies entitled to an immedi-
ate or deferred annuity under section 8411
or 8412 of this title is entitled to a survivor
annuity under this section if and t.o the
extent that—

*“(1) an election under section 8436 of this
title,

*(2) any court decree dissolving or annul-
ling the marriage of the participant or
former participant and the eligible former
spouse, or -

“(3) any court order or court-approved
property settlement agreement incident to
such decree,

expressly provides for such survivor annu-
ity.

*“(b)1) The amount of the survivor annu-
ity payable from the Fund to an eligible
former spouse of a deceased participant or
deceased former participant under this sec-
tion may not exceed the excess, if any, of—

“(A) the amount applicable in the case of
such eligible former spouse, as determined
under paragraph (2) of this subsection, over

“(B) the amount of all other survivor an-
nuities payable from the Fund under this
section to other eligible former spouses of
the participant or former participant based
on the order of precedence provided in sub-
section (d) of this section.

*(2) For the purposes of ph (1XA)
of this subsection, the amount applicable in
the case of an eligible former spouse of a de-
ceased participant or deceased former par-
ticipant is the amount—

*(A) which is equal to 50 percent of the
amount of the deceased former participant’'s
annuity payable to the former participant
on the day before the date of the former

.participant’s death, if the deceased former

participant was an annuitant on such day;

‘“(B) which would be applicable under
paragraph (3) of section 8431(a) of this title
in the case of a surviving spouse of the de-
ceased, if the deceased was a participant de-
scribed in paragraph (1) or (2) of such sec-
tion 8431(a); or

*(C) which would be applicable under
paragraph (2) of section 8431(b) of this title
in the case of a surviving spouse of the de-
ceased, if the deceased was a former partici-
pant described in paragraph (1) of such sec-
tion 8431(b).

*(c) The total amount of all survivor an-
nuities payable from the Thrift Savings
Fund to eligible former spouses of a de-
ceased participant or deceased former par-
ticipant pursuant to this section may not
exceed the amount of the survivor annuities
that would be payable to the former spouses
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out of 100 percent of the balance in the ac-
count of the deceased participant or de-
ceased foarmer participant, plus anticipated
net earnings from investments aliocable to
such account, determined on an actuarial
basis in accordance with regulations pre-
scribed by the Board.

“(d) If more than one eligible former
spouse is entitled to a survivor annuity pur-
suant to this section, the amount of each
such survivor annuity shall be limited ap-
propriately to carry out subsection (b) or (¢)
of this section on a first-come, first-served
basis detérmined by reference to the date an
election is properly made pyrsuant to sec-
tion 8436 of this title or the‘date the Direc-
tor or Executive Director, as the case may
be, properly receives a copy @f the court
decree, order, or court-approved agreement
applicable to the entitlement.

*(e) The commencement and termination
dates of a survivor annuity payable under
this section to an eligible former spouse of a
deceased participant or deceased former
participant shall be the commencement and
termination dates determined under the
provisions of the applicable court order,
decree, or agreement or an election, as the
case may be (if provided in such order,
decree, agreement, or election), except that
any such survivor annujty—

‘(1) shall not commence before—

“(A) the day after the participant or
former participant dies, or

*(B) the first day of the second month be-
ginning after the date on which the Office
receives written notice of the court order,
decree, or agreement or the election, as the
case may be, together with such additional
information or documentation as the Office
may prescribe,
whichever is later, and

“(2) shall terminate not later than the
date provided in section 8464(bX2) of this
title.

‘“f) For the purposes of this section, a
court decree, order, or agreement or an elec-
tion referred to in subsection (a) of this sec-
tion shall not be effective, in the case of a
survivor annuity payable out of the Fund to
a former spouse, to the extent that the elec-
tion is inconsistent with any joint waiver
previously executed with respect to such
former spouse under section 8416(bX2) of
this title.

*(g) Any payment under this section" toa
person bars recovery by any other person.

“§ 8436. Survivor bemefits for former spousen: elections,
deponits and collections. and administrative
provisions

“(aX1) If an annuitant has an eligible
former spouse on the date that the annui-
tant applies for payment of an annuity to
the annuitant under subchapter II of this
chapter to commence, the annuitant may
elect, under procedures prescribed by the
Office, to provide a survivor annuity for
such former spouse under section 8435 of
this title. An election under this paragraph
shall be made on such date or, 4f later,
within 2 years after the date on which the
marriage of the formeg spouse to the annui-
tant was dissolved or annulled. The election
shall specify the amount of the survivor an-
nuity to be provided under this paragraph.

*(2) If an annuitant makes an election
under paragraph (1) of this subsection to
provide a survivor annuity payable out of
the Fund and the annuitant makes the elec-

. tion during the 2-year period referred to in

such ph, the annuitant shall deposit
in the Fund, within such period, an amount
determined by the Office, as nearly as may
be administratively feasible, to reflect the
amount by which the annuity of such an an-
nuitant would have been reduced if the elec-
tion had been continuously in effect since
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the date the annuity commenced. plus inter-
est computed as provided in section 8438(a)
S At :

*(3) ection under paragraph (1) o
this subsection—

“(A) shall not be effective to the extent
that it conflicts with— .

“(1) any ocourt decree or order referred to
in subsection (a) of section 8435 of this title,
or

“il) any agreement referred to in such
subsection,
which is received by the Office before the
date on which such election is made;

“(B) shall not be effective to the extent
that the amount of the annuity specified in
the election exceeds—

“(1) {n the case of a survivor annuity pay-
able from the Fund, the amount determined
pursuant to subsections (bX2) and (d) of sec-
tion 8435 of this title; or

“(i) in the case of a survivor annuity pay-
able from the Thrift Savings Pund, the
amount determined pursuant to subsections
(¢) and (d) of section 8435 of this titie; and

*YC) shall not be effective, in the case of
an annuitant who is married on the date of
the election, unless the election is made
with the written consent of the annuitant’s

spouse.

“(b) An annuitant who has elected to pro-
vide & survivor annuity for an eligible
former spouse pursuant to subsection (a) of
this section may make an election to provide
or increase a survivor annuity for any other
eligible former spouse of the annuitant
within the same period that, and subject to
the same conditions under which, an elec-
tion could be made under subsection (c) of
this section for s epouse of the annuitant
(subject to the provisions of subsection
(AX3XC) of this section relating to the con-
sent of a spouse, if the annuitant fs then
married). The opportunity to make an elec-
tion under the preceding sentence is tn addi-
tion to any opportunity otherwise provided
under this subsection.

*€¢) If the entitiement of an eligible
former spouse of an annuitant to a survivor
annuity under this subchapter i3 terminated
or reduced by reason of the remarriage or
death of the former spouse, the annuitant
may elect, in a signed writing received by
the Office (in the case of s survivor annuity
to be paid out of the Fund) or the Executive
Director (in the case of a survivor annuity
to be paid out of the Thrift Savings FPund)
within 2 years after the former spouse's
date of death or remarriage, as the case may
be, Lo provide a survivor annuity under the
method described in section 8418aX2XB) of
this title (in the case of a terminated or re-
duced entitiement payable out of the Fund)
or in subparagraph (B) or (D) of section
8424(aX2) of this titie (in the case of » ter-
minated or reduced entitiement payable
from the Thrift Savings Pund).

‘4d) The requirement that the spouse of
an annuitant waive a right to a survivor an-
nuity under this subchapter as a condition
for an election authorized by subsection
(@X3XC) of this section shall not apply #f
the participant or annuitant establishes to
the satisfaction of the Office that—

“(1) the spouse's whereabouts cannot rea-
sonably be determined; or

“42) due to exoeptional circumstances, it
would be inappropriate to require the par-
Ucipant or annuitant t6 obtain the spouse’s
consent. . .

“8§ 8427. Termination of entitlement :

‘da) An election of an annuitant to pro-
vide a survivor annuity to the annuitant’s
spouse under this subchapter terminates on
30 first day of the first month beginning

ter—

*€1) the date of the death of the spouse;
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‘“42) the date of the dissolution of the
spouse’s marriage to the annuitant. i

*“(b) The entitlement of an eligible former
spouse of & former participant to a survivor

" annuity under section 8435(a) of this title

terminates on the first day of the first
month beginning after—
(1) the date of the death of the former

spouse; or

“(2) the date the former spouse remarries
before becoming 55 years of age.
“8 8438. Depusits 50 the Fund

*(a) For the purposes of section 8434(c) or
8436(aX2) of this title, the annual rate of in-
terest for each year during which an annu-
ity wouid have been reduced if the election
referred to in such section had been in
effect on and after the applicable date re-
ferred to in such section shall be the per-
cent determined for such year under section
8334(e) of this title.

“(b) If an annuitant does not make a de-
posit required by section 8434c) or
8436(aX2) of this title, the Office shall col-
lect such amount by offset against the an-
nuitant’s annuity payable from the Fund,
up to & maximum of 25 percent of the pet
annuity otherwise payabie to the annuitant.
Tl;eummnmudeemedtomtom
offset.

‘“c) The Office may extend the time limit
for making a deposit required by section
8434(c) or 8436(aX2) of this title in any case
for good cause shown.

“SUBCHAPTER V-DISABILITY
BENEFITS

“$ 8441. Definttions

“For the purposes of this subchapter—

“(1) the term ‘administrator of benefits’
means an insurance company or other
entity which—

“(A) offers claims payment services and
related administrative services under bene-
fit plans provided by -employers in the pri-
vate sector; and

“(B) has entered into s contract with the
Office pursuant to section 8450 of this title;

‘€2) the term “disability benefits under the
Social Security Act’ means disability insur-
ance benefits payable under section 223 of
the Social Security Act or benefits payable
under section 202 of such Act by reaspn of
being under a disabllity;

“(8) the term ‘disability date’, when used
with respect to0 an eligible participant,
means the date the eligible participant
became disabled;

“(4) the term “disabled’, when used with
respect to an eligible participant, means
that the eligible participant—

“¥A) §s under a disability within the mean-
ing of section 223 of the Soclal Security Act;
or

‘A(B) iz unable, because ©f disease or
injury, to render useful and efficient service
in the participant’s position and is not quali-
fied for reassignment, under prooedures pre-
scribed by the Office, to & vacant position—

“(i) which s in the participant's employ-
ing agency and is in the participant's com-
muting area;

“«i1) which is at the same gralle or pay
level as the participant’s position; and

“(ili) in which the participant would be
able to render useful and efficient service;

“(5) the term ‘eligible participant’ means
an emplopee or Member whose service ex-
oceeds 18 months and—

“(A) who—

“(1) has applied for disability benefits
under the Social Security Act and has been
determined 10 be under a disability for the
purpaeses of title 11 of the Social Security
Act; or

“(if) in the case of an employee or
Member who i3 not emtitied to disability
benefits under the Soclal Security Act by

JLi N By
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resson of insufficient quarters of coverage,
has been determined by an administrator of
benefits to be disabled within the meaning
of paragraph (4XA) of this section on the
basis of & report of examination req-iired dby
section 8445 of this title; or

*(B) who has been determined by an ad-
ministrator of benefits to be disabled within
the meaning of paragraph (4XB) of this sec-
tion on the basis of & report of examination
required by section 844S of this title;

*(6) the term ‘onset average pay’. when
used with respect to a disabled eligible par-
ticipant, means the participant's average
pay on the participant's dispbility date in-

creased on January 1 of 'h year after
such date by the same perpent by which an-
nuities referred to in ‘ (1) of sec-
tion 8462(b) of this title are under
such section $462(b) in r of the pre-

ceding ylear, and compounded; and

“7) the term ‘projected service’, when
used with respect to a disabled eligible par-
ticipant, means the sum of the number of
years servioe performed by the partici-
pant before the participant's disability date
and the number of years, if any, after such
date and before the date the participant be-
ocomes—.

“CA) In the case of an eligible participant
referred to in subparagraph (SXA) of this
section, 82 years of age; or

“(B) in the case of an eligible participant
referred to in subparagraph (SXB) of this
section, §5 years of age.

“§ 8452. Esititlement

‘“(aX1) A person who is an eligible partici-
pant, is disabled, and has used all sick leave
accrued and accumulated under subchapter
I of chapter 63 of this title or any other
similar applicable provision of law relating
to Government employment i3 entitled to
receive disability benefits under this sub-
chapter while—

“(A) in the case of a person who is dis-
abled within the meaning of section
8441(4XA) of this title, such person is under
62 years of age; and

‘AB) in the case of a person who is dis-
abled within the meaning of section
8441(4XB) of this title, such person is under
55 years of age.

“¢2) When a person referred to tn pars-
graph (1) of this subsection exceeds the

age at which the person is guali-

of
r subsection (b) of this section.

“(bX1) An sligible participant who—

‘CA) Is disabled within the meaning of sec-
tion 8441(4XA) of this titie and is not less
than 82 years of age, or

“(B) is disabled within the meaning of sec-
tion 8441(4XB) of this title and is not less
than 5§ years of age,
and who has 5 or more years of service and
projected service shall be entitled to an an-
nuity as provided in subchspter‘ll of this
title.

*(2) Far the purposes of applying the pro-
visions of subchapter II of this title in the
onse of an eligible participant pursuant to
paragraph (1) of this subsection—

*“(A) the eligible participant shall be

efits unde

deemed t0 have separated from Govern- -

ment employment on the day before the
date the participant becemes entitied to an

annuity pursuant to paregraph (1) of this
‘subsection;

‘(B) the service of the participant shall
:x:::ude the participant’s projected servioe;

“{C) the participant’s average pay shall be
equal to the participant’s onset average pay.

Sanitized Copy Approved for Release 2010/05/18 : CIA-RDP89-00066R000200010010-1




S N | N I

July 30, 1985

“# 8413 Computation of benefita

‘¢a) The annual rate of the disability ben-
efits payable under section 8442(a) of this
title to an eligible participant referred to in
section 8441(5XA) of this title shall be equal
to the excess of 60 percent of the partici-
pant’s onset average pay over the amount, if
any, payable to the participant as disability
benefits under the Social Security Act.

*(b) The annual rate of the disability ben-
efits payable under section 8442(a) of this
title to an eligible participant referred to in
section 8441(5XB) of this title—

“(1) during the period ending 1 year after
the eligible participant's disability date,
shall be equal to the excess of 80 percent of
the participant’s onset average pay over the
amount, if any. payable to the participant
as disabdility benefits under the Social Secu-
rity Act; and

“(2) after such period, while the particl-
pant is under 55 years of age, shall be equal
to the excess of 40 percent of the partici-
pant’'s onset average pay over the amount, if
any, payable to the participant as disability
benefits under the Social Security Act.

“$ 8444, Application

“(a) Except as provided in subsection (b)
of this section, a claim of a participant for
disability benefits under this subchapter
may be allowed only if the participant files
with the ap administrator of bene-
fits an application for the disability benefits
before the date the cipant separates
from Government employment or within 1
year after such date.

*“(b) An appropriate administrator of ben-
efits may walve the time limitation set out
in subsection (a) of this section in the case
of a participant if—

(1) the administrator of benefits deter-
mines that the participant was mentally in-
competent on the date the participant sepa-
rated from Government employment or
within 1 year after such date; and

“(2) the application for disability benefits
is filed within 1 year after the date the par-
ticipant is restored to mental competency or
thedm.ﬂdudnryhlppoimedwmmn
the financial affairs of the participant,
whichever date is earlier.

“$ 8445. Medical examinations

“(a) A participant applying for or'reoeiv-
ing disability benefits under section 8442(a)
of this title shall be examined by a physi-
cian under the direction of the appropriate
administrator of benefits at such times as

such administrator may require.

“(b) A physician examining a participant
under subsection (a) of this section shall
report to the appropriate administrator of
benefits the diagnosis and prognosis with re-
spect to such participant.

“(c) Notwithstanding any other provision
of this subchapter, any participant who fails
to submit to the examination required
under subsection (a) of this section shall not
be entitled to disability benefits.

“§ 8444. Offers of aiternative employmont

“(aX1) Any participant who is applying
for disability benefits under this subchap-
ter, is examined pursuant to section 8445 of
this title, and is determined on the basis of
the examination to be able to perform the

. work required in any position described in
paragraph (2) of this subsection shall be
aonsidered for appointment to such posi-

on.

“(2) A position referred to in paragraph
(1) of this subsection is a position which is
in the agency of the Government employing
the participant referred to in such para-
graph, is a position for which the partici-
pant is qualified, is not lower than the grade
or pay level of the participant's position.
and is within the participant’s commuting
ares.

1]
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*“(b) Any participant who is appointed to
or offered a position under subsection (a) of
this, section is entitled to appeal to the
Merit Systems Protection Board under sec-
tion 7701 of this title any determination
that the participant is able to perform the
work required of such position.
=§ 8417. Recovery or resioration of earning capecity

*“(aX1) If an administrator of benefits de-
termines that an individual who is receiving
disability benefits under this subchapter
has recovered from the disability before be-
coming 62 years of age (in the case of an in-
dividual who is disabled within the meaning
of section 8441(4XA) of this title) or 55
years of age (in the case of an individual
who is disabled within the meaning of sec-
tion 8441(4XB) of this title), payment of the
benefits shall terminate on the date the in-
dividual is reemployed by the Government
or 1 year after the date of the medical ex-
amination on which such administrator's
determination is based, whichever date is
earijer,

“¢(2XA) Payment of disability benefits to
any individual under this chapter that has
been terminated pursuant to paragraph (1)
of this subsection shall be resumed if.there
is a recurrence of the individual's disability,
as determined by an administrator of bene-
fits after a medical examination of the indi-
vidual, and the individual is under 62 years
of age (in the case of an individual who is
disabled within the meaning of section
8441(4XA) of this title) or under 85 years of
age (in the case of an individual who is dis-
abled within the meaning of section
8441(4XB) of this title).

“(B) A resumption of payment of disabil-
ity benefits under subparagraph (A) of this
paragraph shall be effective on the date the

medical examination referred to in such

paragraph was completed.

“(C) The annual rate of the disability ben-
efits payable to an individuil upon resump-
tion of payment under subparagraph (A) of
this paragraph shall be the annual rate that
would have been payable to the individual if
payment of disability benefits had not been
terminated pursuant to paragraph (1) of
this subsection. -

“(bX1) If the administrator of benefits de-
termines that an individual who is receiving
disability benefits under this subchapter
has received, during the latest calendar
year, income from wages or self-employ-
ment or both totalling the amount equal to
60 percent of the rate of pay payable for the
individual’s position of Government employ-
ment on the individual's disability date de-
termined for the purposes of this subchap-
ter (increased as if such rate of pay had
been increased, by the same percent as the
overall percent increase in the rates of pay
under the General Schedule, each time such
rates had been increased pursuant to section
5305 of this title since such date), payment
of the benefits shall terminate on the date
60 days after the end of such calendar year.

“(3XA) If payment of disability benefits
under this subchapter has been terminated
pursuant to paragraph (1) of this subsection
in the case of an individual who is not reem-
ployed in a position subject to this chapter,
who continues to be disabled, who is under
62 years of age (in the case of an individual
who is disabled within the meaning of sec-
tion 8441(4)XA) of this title) or under 85
years of age (in the case of an individual
who is disabled within the meaning of sec-
tion 8441(4XB) of this title), and who re-
ceives in the calendar year in which the dis-
ability benefits were terminated, or any cal-
endar year after such year, income from
wages or self-employment or both totalling
less than the amount computed in such case
as provided in such paragraph, payment of
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disability benefits to the individual under
this subchapter shall be resumed.

*“(B) A resumption of payment of disabil-
ity benefits to an individual! under subpara-
graph (A) of this paragraph shall be effec-
tive the first day of the first year beginning
after the year in which the individua) re-
cefved the income referred to in such sub-
paragraph.

*(C)'The annual rate of the disability ben-
efits payable to an individual upon resump-
tion of payment of disability benefits under
subparagraph (A) of this paragraph shall be
the annual rate that woulg have been pay-
able to the individugl if payment had not
been terminated pmsu’,ht to paragraph (1)
of this subsection.

“(c) Any determination upder this section
may bé appealed to the Office. A determina-
tion of the Office in such an appeal may be
appealed to 4he Merit Systems Protection
Board under section 7701 of this title. The
Merit Systems Protection Board may hear
and adjudicate any such appeal.

“9 8448. Wp o workers' compensation
*“(aX1) An individual is not entitled to re.
ceive disability benefits under this subchap-

-ter and compensation for injury to or dis-

ability| of the individua! under subchapter I
of ter 81 of this title covering the same
period of time.

*“(2) Paragraph (1) of this subsection does
not bar the right of a claimant to the great-
er benefit conferred by either subchapter
referred to in such paragraph for any part
of the period referred to in such paragraph.

*(3) Paragraph (1) of this subsection and
the provisions of subchapter I of chapter 81
of this title do not deny an individual an an-
nuity which the individual is entitled to re-
ceive under this chapter on account of serv-
ice performed by the individual and do not
deny any concurrent benefit to the individ-
ual under subchapter I of chapter 81 of this
Mt‘gtedon account of the death of another in-
di .

"(b 1) Subject to paragraph (2) of this
on, an individual’s receipt of a lump-

sum payment for compensation under sec-
tion 8135 of this title shall not affect the In-
dividual's entitlement to disability benefits
under this subchapter. ‘

“(2)  If disability benefits are payable
under  this subchapter by reason of the
same @isability for which & lump-sum pay-
ment on referred to in para-
graph (1) of this subsection has been made,
so much of the compensation as has been
pald td(: 8 period extended beyond the date

t of the disability benefits com-
m a8 determined by the Department
of Labor, shall be refunded to that Depart-
ment for credit to the Employees’ Compen-
sation Fund. Before the individual may re-
ceive the disability benefits, the individual

“(A) refund to the Department of Labor
the amount representing the commuted
compensation payments for the extended
period; or

‘(B) authorize the deduction of the
amount from the disability benefits.

Deductions from the disability benefits may
be made from accrued or accruing pay-
ments.; The amounts deducted and withheld
from disability benefits shall be transmitted
to the Department of Labor for reimburse-
ment to the Employeess Compensation
Fund. When the Department of Labor finds
that the financial circumstances of an indi-
vidual entitled to disability benefits under
this subchapter warrant deferred refunding
under this paragraph, deductions from the
disability benefits may be prorated against
and paid from accruing payments in such
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manner as the Department determines ap-
propriate.
“§ 8449. Military reserve tochnicians

“(&X1) Except as provided in paragraph
(2) of this subsection, a participant shall be
entitied to disability benefits under this sub-
chapter in the same manner as an eligible
participant described in section 8441(5XB)
of this title if the participant—

“(A) is separated from employment as &
military reserve technician by reason of s
disability that disqualifies the individual
from membership in a reserve component of
the Armed Forces specified in section 261(a)
of title 10 or from holding the military
srade required for such employment:

*(B) is not considered disabled;

“(C) is not appointed to another position
in the Government (under subsection (b) of
this section or otherwise); and .

‘(D) has not declined an offer of appoint-
ment to a position in the Government under
subsection (b) of this section.

“(2) Payment of disability benefits to an
individual under this section terminates—

“(A) on the date the individual is appoint-
ed to a position in the Government (under
subsection (b) of this section or otherwise);

*(B) on the date the individual declines an
offer of appointment to a position in the
Government pursuant to subsection (b) of
this section; or

‘“C) as provided in section 8447(a) or
8447(b) of this title.

*“(b) Any individual applying for or receiv-
ing disability benefits pursuant to this sec-
tion shall, in accordance with regulations
prescribed by the Office, be considered by
any agency of the Government before any
vacant position {n the agency is filled if—

“(1) the position is located within the
commuting sarea of the individual's former
position;

“(2) the individual is qualified to serve in
the vacant position; and

“(3) the position is at the same grade or
equivalent level as the position from which
the individual was separated.

“8 8450. Administrative provisions

*“(a) For the purpose of this section, the
term ‘State’ means a State of the United
States, the District of Columbia, the Com-
monwesalth of Puerto Rico, and a territory
or possession of the United States. )

*“(b) The Office shall enter into a contract
with one or more insurance es or
other entities described in section
8441(1XA) of this title to provide long-term
group disability insurance benefits under
this subchapter and to administer the provi-
sions of this subchapter which the Office is
not specifically required by this chapter to
sdminister. Each such company or other
entltti shall meet the following require-
ments:

“(1) It must be licensed to transact insur-
ance under the laws of a State.

“(2) It must have in effect, on the most
recent December 31 for which information
is available to the Office, an amount of em-
ployee group disability insurance equal to at
least 1 percent of the total amount of em-
ployee group disability insurance in the
United States in all insurance companies.

“¢¢) A contractor under a contract award-
-ed under subsection (b) of this section shall
establish an administrative office under a
name approved by the Office. .

“(d) Each contract awarded by the Office
under subsection (b) of this section may
remain in effect for a period not exceeding §
years and may include a provision authoris-

" ing extension of the contract, with the.con-
sent of the contractor, for successive periods
of 1 year each. N

“(¢) The Director may include in contracts

awarded under subsection (b) of this section
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such terms and conditions as he considers
appropriate to protect the interests of par-
ticipants and the United States.

‘A1) All records established or maintained
by an administrator of benefits in the ad-
ministration of this subchapter shall be the
property of the United States. The adminis-
trator of benefits shall deliver such records
téo“:he Office whenever requested by the

ce.

“(g) The provisions of any contract under
this subchapter which relate to the nature
or extent of coverage or benefits (including
payments with respect to benefits) shall su-
persede and preempt any law of any State
or political subdivision thereof, or any regu-
lation issued thereunder, which relates to
group disability insurance to the extent
that the law or regulation is inconsistent
with the contractual provisions.

“(h) The Becretary of Health and Human
8ervices shall furnish to the Office and an
administrator of benefits such information,
including information on individuals eclaim-
ing entitlement to benefits undér this sub-
chapter, as the Office determines to be nec-
essary to carry out this subchapter.

“8 8451. Annual accounting: special contingency reserve

““A contract awarded under section 8450 of
this title shall include a provision requiring
the administrator of benefits under the con-
tract to transmit an saccounting to the
Office not later than 90 days after the end
of each policy year. The accounting shall set
forth, in a form approved by the Office—

_ ‘(1) the total of all claim charges incurred
for the contract year; and

‘42) the amounts of the expenses of the
administrator of benefits charged for the
contract year.

“8 8453. Federal Employoss’ Disabllity Insurance Pund

“(a) There is established in the Treasury
of the United States a fund to be known as

the ‘Federal Employees’ Disabdility Insur-

ance Fund’.

“(bX1) Each agency of the Government
employing participants shall make periodic
payments to the Federal Employees’ Dis-
ability Insurance Fund in the amount of the
portion of the premium payable for the ap-
plicable period (as determined by the
Office) which is attributable to such partici-

" pants, as determined by the Office and the

appropriate administrator of benefits.

“(2) An employing agency shall pay the
amounts required by paragraph (1) of this
subsection from the appropriation or fund
avallable for payment of the basic pay or
salaries of employees of the agency. In the
case of a participant in the legislative
branch who is paid by the Clerk of the
House of Representatives, the amount shall
be paid from the contingent fund of the
House of Representatives.

*(¢) S8ums in the Federal Employees’ Dis-
abllity Insurance Fund shall be available
without fiscal year limitation for the pay-
ment of premiums for long-term group dis-
ability insurance under this subchapter.

‘“d) The Secretary of the Treasury may
invest and reinvest any of the money in the
Federal Employees’ Disability Insurance
Fund in interest-bearing obligations of the
United States and may sell such obligations
for the purposes of such fund. The interest
on and the proceeds from the sale of these
obligations, and the income derived from
premium rate adjustments; become a part of
such fund.

“(eX1) No tax, fee, or other monetary pay-
ment may be or collected by any
State or by any political subdivision or
other governmental authority thereof on or
with respect to any premium paid for long-
term group disability insurance under this
subchapter. )

*(2) Paragraph (1) of this subsection shall
not be construed to exempt any administra-
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tor of benefits from the imposition, pay-
ment, or collection of a tax, fee, or other
monetary payment on the net income or
profit accruing to or realized by the admin-
istrator from business conducted under this
su ter, if that tax, fee, or payment is
a:xlletbleto.brudnnceofbuﬂneuac-
ty.

“W VI-GENERAL AND
MINISTRATIVE PROVISIONS

“8 8461. Awthority of the Office-of Personne! Management
‘() The Office shall pay all benefits that

are payable under subchapter i1 of this
chapter from the Fund.

“(b) The Office shall r all provi-
sions of this chapter specifically re-
quired: to be administersd by the Board, the

Executive Director, or any other agency.
“(c) The Office may mak¢ regulations to
carry out the provisions of this chapter ad-

mlmng;d by the Office.
‘“¢d) The Office may contract for the per-

formance of any administrative services nec.

essary to carry out its responsibilities under

this chapter.

“8 8462. Cost-of-living adjustment In basic plan annuities
and surviver annuities

*(a) Por the purpose of this section—

“(1) the term ‘base gquarter’, when used
with respect to a year, means the calendar
quarter ending on September 30, of such
year;

“(2) the price index for s base quarter is
the arithmetic mean of such index for the 3
months comprising such quarter.

“(bX1) Except as provided in subsection
(c) of this section, effective December 1 of
each year in which the price index for the
base g of such year exceeds the price
index for the base quarter of the preceding

Fund under subchapter I1 or IV of this
chapter and commences not later than such
December 1 shall be increased by the per-
centage computed under paragraph (2) of

this su on. )
“(2) The percentage by which an annuity
is under paragraph (1) of this sub-

nectlo:;lnmyyenrshﬂlbetheex.u
any, of—

“(A) the percentage of the increase in the .
price index for the base quarter of such
year over the price index of the preceding
year, over

*(B) 2 percent.

“(eX1) The first increase (if any) made
under gubsection (b) of this section to an an-
nuity payable to a participant who retires,
to the surviving spouse or surviving former
spouse of a deceased participant, or to the
surviving spouse or surviving former spouse
of a deceased annuitant whose annuity has
never been increased under this subsection
or subsection (b) of this section shall be
equal tb the product (adjusted to the near-
est one-tenth of 1 percent) of—

“(A) one-twelfth of the applicable per-
centage of the adjustment computed under
subsection (b) of this section, multiplied by

*“(BX{) the number of months (counting
any portion of a month as a month) for
which the annuity was payable before the
effective date of the increase, or

“(il) in the case of a survivor annuity pay-
able t0 a surviving spouse or surviving
former spouse of & deceased annuitant
whose annuity -has never been s0 increased,
the number of months (counting any por-
tion of A month as a month) since the annu-
ity wasifirst payable to the deceased annui-
tant.

“(2) Effective on its commencing date, an
annuity referred to in subsection (b) of this
section |and payable to an annuitant’s sur-
viving spouse or surviving former spouse
shall be increased by the total percentage
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-by which the deceased annuitant’s annuity
had been increased under this section
during the period beginning on the date the
deceased annuitant’s annuity commenced
and ending on the date of the deceased an-
nujtant’s death.

*(d) The monthly instaliment of an annu-
ity payable after adjustment under this sec-
tion shall be rounded to the next lowest
dollar, but the increase in the monthly in-
:tiulment under this section shall be at Jeast
“§ 8463. Rate of bemefits

“Each annuity and disability benefit is
stated as an annual amount, one-twelfth of
which, fixed at the next lowest dollar, con-
stitutes the monthly rate payable on the
first business day of the first month begin-
ning after the last day of the month for
which the annuity or disability benefit has
accrued.

“3 848¢. C and termi of annuities

“(aX1) Except as otherwise provided in
this chapter, the annuity of s participant
under subchapter I1 of this chapter shall
commence on the first day of the first
month dbeginning after—

*(A) the date the participant separates
from Government employment entitled to
an immediate annuity under section 8411 of
this title, or

“(B) in the case of a participant who is en-
titled to a deferred annuity under section
8412 of this title and is not entitled to an
immediate annuity under section 8411 of
this title, the date elected by the participant
under section 8412(a) of this titie or the
date the participant becomes 862 years of
age, whichever is earlier,
as the case may bde.

" *(2) The annuity of an annuitant under
this chapter terminates on the date of death
or other terminating event provided by law.

*“(bX1) Except as otherwise provided in
this chapter, a survivor annuity payable to
an individual under this chapter shall com-
mence on the first day of the first month

after the date of the death of the
deceased participant or former participant
on whose death such annuity is based.

*(2) A survivor annuity payable to a sur-
viving spouse or an eligible former spouse of
8 deceased participant or deceased former
participant under this chapter terminates
on the last day of the last month ending
before the surviving spouse or former
spouse dies or, if the surviving spouse or
former spouse is less than 55 years of age,
remarries

“9 8485. Waiver, allotment. and assignment of benefits

“(a) An individual entitled to receive pay-
ment of benefits under subchapter II of this
chapter may decline to accept all or any
part of the amount of the benefits by a
walver signed and filed with the Office. The
walver may be revoked in writing at any
time. Payment of the benefits waived may
not be made for the period during which
the waiver is in effect.

*(b) An individual entitled to receive pay-
ment of benefits under subchapter II of this
chapter may make allotments or assign-
ments of amounts from the benefits for
such purposes as the Office considers appro-
priate. '

“§ B486. Application for bemefits

*(a) No payment of benefits based on the
service of a former participant shall be
made under this chapter.unless an applica-
tion for payment of the benefits is received
by the Office before the one hundred and
fifteenth anniversary of the former partici-
pant’s birth. .

“(b) Notwithstanding subsection (a) of
this section, after the death of a participant
or former participant, 2 benefit based on

L]
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the participant’s or former participant's
service shall not be paid under subchapter
IV of this chapter unless an application
therefor is received by the Office within 30
years after the death or other event which
establishes the entitlement to the benefit.
“$ 8467. Court ovdens

“(a) Payments under this chapter which
would otherwise be made to a participant or
former participant based upon the service of
the participant or former participant shall
be paid (in whole or in part) by the Office
or the Executive Director, as the case may

‘be, to another person if and to the extent

that the terms of any court decree of di-
vorce, annulment, or legal separation, or the
terms of any court order or court-approved
property settlement agreement incident to
any court decree of divorce, annulment, or
legal separation expressly provide. Any pay-
ment under this paragraph to a person bars
recovery by any other person.

“(b) Subsection (a) of this section shall
apply only to payments made by the Office
or the Executive Director under this chap-
ter after the date on which the Office or
the Executive Director, as the case may be,
receives written notice of such decree, order,
or agreement, and such additional informa-
tion and documentation as the Office or the
Executive Director may require.

“§ 8468. Annuities and pay on reemployment
*“(a) If an annuitant becomes employed in

an appointive or elective position in the.

Government. payment of any annuity under
subchapter II of this chapter to the annui-
tant terminates effective on the date of the
employment, and the annuitant’s service on
and after the date the annuitant becomes so
employed is covered by this chapter. Upon
termination of the employment, the rights
of the annuitant under subchapter II of this
chapter shall be redetermined. If the annui-
tant dies while still 30 employed, a survivor
annuity payable with respect to the de-
ceased annuitant shall be redetermined as if
the employment had otherwise terminated
on the date of death.

“(b) The amount of an annuity resulting
from a redetermination of rights under this
chapter pursuant to subsection (a) of this
section shall not be less than the amount of
the terminated annuity plus any incresses
under section 8462 of this title occurring
after the termination of the annuity and
before the commencement of the redeter-
mined annuity.

““SUBCHAPTER VII—TRANSITION PROVISIONS
“S 3471. Treatment of i individuals swbject to the

Civil Service Retiroment and Disability

System

“(aX1XA) Any individual who is subject to
subchapter III of chapter 83 of this title as
an employee (as defined in section 8331(1)
of this title, other than an individual em-
ployed by the government of the District of
Columbia) or a Member (as defined in sec-
tion 8331(2) of this title), whose service is
not employment for the purposes of title II
of the Social Security Act and chapter 21 of
the Internal Revenue Code of 1954, and who
is not required by section 8402 of this title
to be a participant may elect to commence
participation in the System.

(B) An election made under subpara-
graph (A) of this paragraph shall be made
in writing, in accordance with such regula-
tions as the Office may prescribe, and not
later than December 31, 1987, or. in the case
of an individual who becomes an employee
or Member after a break in service for a
period that includes January 1, 1987, not
later than 1 year after the date on which
the individual resumes service.

*‘(2) Except as provided in section 8472(d)
of this title, any individual! who makes the
election authorized by paragraph (1) of this

S 10441

subsection shall retain accrued credit for en-
titlement to benefits under subchapter 111
of chapter 83 of title 5. United States Code.
for service performed while subject to such
subchapter. .

*(3) An iIndividual referred to in para-
graph (1) of this subsection who becomes an
employee or Member after a break in service
for a period that includes January 1, 1987,
may make deposits under section 8334 of
this title for service performed before such
date while subject to subchapter III of
chapter 83 of this title.

“(b) Except as provided in‘sectfon 8472.d)
of this title, any individual wh

“(1) has an unrefunded lufhpsum credit
in the Fund under subehapter 111 of chapter
83 of this title. ’

*(2) is required by section 8402 of this title
to be a participant, and -

“(3) is not a participant referred to in sec-
tion 8473(a) of this title,

shall retain accrued credit for entitlement
to benefits under such subchapter for serv-
ice performed while subject to such sub-
chapter. ' .

“(c) Except as provided in section 8472(d)
of this titie, any individual who—

“(1) has received a refund of a lump-sum
credit in the Pund under subchapter III of
chapter 83 of this title,

“(2) is required by section 8402 of this title
to be a participant, and

“(3) is not a participant referred to in sec-
tion 8473(a) of this title,

may make deposits under section 8334 of
this title for service performed before Janu-
ary 1, 1987, while subject to subchapter III
of chapter 83 of this title and shall, upon
making such deposits. be entitled to credit
under such subchapter for service covered
by the deposits.

“(d) Survivor benefits shall be payable as
provided in subchapter I1I of chapter 83 of
this title and this chapter to the extent of
the service creditable under such subchap-
ter (pursuant to this section) and this chap-
ter in the case of a participant referred to in
subsection (a), (b), or (¢) of this section.

“8 8472. Special rules for participants retaining entitle-
ment in the Civil Service Retirement and
Disability System

*(a) Service that is creditable under sub-
chapter III of chapter 83 of this title in the
case of an individual who retains entitle-
ment in the Civil Service Retirement and
Disability System under section 8471 of this
title shall be credited as service under this
chapter only-—

“(1) for the purposes of determining eligi-
bility to retire entitled to an annuity under
section 8411 or 8412 of this title and entitle-
ment for disability benefits under subchap-
ter V of this chapter; and

*(2) for the purpose of considering such
service as years of participation in the
System for the purposes of section 8422 of
this title (relating to vesting under the
thrift savings plan). .

“(b) Service performed as a participant in
the System by an individual referred to in
subsection (8) of this section shall be cred-
ited under subchapter III of chapter 83 bf
this title only for the purpose of determin.-
ing eligibility. to retire entitled to an annu-
ity under section 8335, 8336, or 8338 of this
title.

“(eX1) The rates of basic pay In effect for
an individual referred to in subsection (a) of
this section on and after the date the indj-
vidual begins to participate in the System
shall be taken into account in computing
the individual's average pay (as defined in
section 8331(4) of this title) for the purposes
of subchapter II1 of chapter 83 of this title.
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“(2) The rates of basic pay in effect for an
individual referred to in subsection (a) of
this section before the date the individual
begins to participate in the System shall be
taken into account in computing the indi-
vidual's average pay for the purposes of this
chapter.

*(d) Section 8337 of this title (relating to
disability retirement) shall not apply in the
case of a participant referred to in subsec-
tion (a).
~f 8973, Pnnk'l‘p‘unu subject to the Federal

h P e

nt Conts

Justment Act of 1983

*(aX1) The service of a participant with
respect to which a reduced contribution is
made under section 204(a) of the Federal
Employees' Retirement Contribution Tem-
porary Adjustment Act of 1983 (97 Stat.
1107; 8 U.8.C. 8331 note) shall be credited as
service for the purposes of this chapter and
shall be considered years of participation in
the System for the purposes of section
8422(bX 1) of this title. :

*(2) Paragraph (1) of this subsection shall
not apply to an individual who serves con-
tinuously as a Member of Congress during
the period beginning December 31. 1983,
and ending January 1, 1987.

“(bX1) On January 1, 1887, the amount
computed under paragraph (2) of this sub-
section shall be transferred from the Fund
to the Thrift Savings Fund in the case of a
participant to whom subsection (ax1) of
this section applies. The amount transferred
shall be credited to an account established
for the individual pursuant to section
8428(a) of this title.

*“(2XA) The amount transferred from the

Fund in the case of a participant pursuant
to paragraph (1) of this subsection shall be
equal to the sum of—
. (1) two times the total amount deducted
and withheld from the basic pay of the par-
ticipant pursuant to section 204(a) of the
Pederal Employees’ Retirement Contribu-
tion Temporary Adjustment Act of 1983 (97
Stat. 1107, 5 U.S.C. 8331 note); and

“(iD) interest on the amount referred to in

clause () of this subparagraph computed at
the annual rate determined under the
second sentence of this subparagraph and
compounded annually, as if a fraction of
such amount (determined as provided in
subparagraph (B) of this paragraph) had
been deposited to the credit of the Fund at
the end of each month for which amounts
were deducted and withheld from the basic
pay of the participant as described in clause
(1) of this subparagraph.
The annual rate referred to in clause (ii) for
an amount transferred from the Fund in
any calendar year shall be equal to the in-
terest rate determined for such calendar
year under section 8334(e) of this title.

*(B) In the case of any participant to
whom paragraph (1) of this subsection ap-
plies—

*“(1) the numerator of the fraction referred
to in subparagraph (AXii) of this paragraph
is one; and

“(ii) the denominator. of the fraction is
the number of months for which amounts
were deducted and withheld from the basic
pay of the participant as described in sub-
paragraph (AX1) of this paragraph.

.“(3) For the purposes of section 8422 of
this title—

“(A) one-half of the amount computed in
the case of a participant referred to in sub-
section (a) of this section pursuant to para-
graph (2) of this subsection shall be treated
as 8 contribution made under section
8421(a) of this title; and

*(B) one-half of such amount shall -be
treated as a contribution made by the em-
ploying agency of the participant pursuant
to section 8421(b) of this title.

Employees’
porary Ad-
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“(4) All amounts transferred from the
Fund pursuant to paragraph (1) of this sub-
section shall be transferred in the form of
lsnwrest-bemnz securities of the United

tates.

“(c) The total amount of any deposit
made to the Fund under section 8334(j) of
this title (relating to deposits covering peri-
ods of military service) in the case of a par-
ticipant referred to in paragraph (1) of this
subsection shall be refunded to the partici-
pant. The refund shall be paid out of sums
in the Fund.

“§ 8474. Reemployed annuitants under a Govern-
ment retirement system.

*(a) For the purposes of this section—

(1) the term ‘annuitant’—

“(A) in the case of the Civil Service Re-

tirement and Disability System, shall have
the same meaning provided . in section
8331(9) of this title;
_ *(B) in the case of the Foreign Service Re-
tirement and Disability System, shall have
the same meaning provided in section 804(1)
of the Foreign Service Act of 1980 (22 U.S.C.
4044(1)), except that such term does not in-
clude a survivor; and :

‘“AC) in the case of the Central Intelli-
gence Agency Retirement and Disability
System, means—

“(i) any participant who is referred to in
section 203 of the Central Intelligence
Agency Retirement Act of 1864 for Certain
Employees, and
- *(ii) any individual who formerly was such
& participant,
entitled to an annuity from the Central In-
telligence Agency Retirement and Disability

d;

‘“(2) the term ‘Government retirement
system’ means—

“(A) the Civil Service Retirement and Dis-
ability System under subchapter I1I1 of
chapter 83 of this title;

*(B) the Foreign Service Retirement and
Disability System under chapter 8 of the
Foreign Service Act of 1980 (22 U.S.C. 4041
et seq.); and -

*(C) the Central Intelligence Agency Re-
tirement and Disability System under the
Central Intelligence Agency Retirement Act
of 1964 for Certain Employees (50 U.S.C.
403 note); and

“¢3) the term ‘reemployed annuitant’
means an annuitant who becomes employed
by the Government after the effective date
of the Civil Service Pension Reform Act of
1985 and is required by section 8402 of this
title to be a participant.

“(b) A reemployed annuitant shall retain
entitlement in the Government retirement
system under which the annuitant is receiv-
ing an annuity.

“(cX1) Service that is creditable under the
Government retirement system of a reem-
ployed annuitant shall be credited under
this chapter only for the purpose of deter-
mining eligibility to retire entitied to an an-
nuity under section 8411 of this title.

*(2) Service performed as a reemployed
annuitant shall not be creditable service for
the purposes of the Government retirement
system of the reempioyed annuitant.

“(dX1) The rates of basic pay in effect for
a reemployed annuitant on and after the
date the annuitant begins to participate in
the System shall be taken into account in
computing the annuitant’s average pay for
the purposes of the Government retirement
system under which the annuitant was re-
ceiving an annuity when the reemployment
commenced.

“(2) The rates of basic pay in effect for a
reemployed annuitant before the date the

‘annuftant begins to participate in the

System shall be taken into account in com-
puting the annuitant’s average pay for the
purposes of this chapter.

it pil (mmyo e TR
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*(e) Deductions may not be withheld from
the pay of a reemployed annuitant for the
purposes of the reemployed annuitant's
Government retirement system while the
reemployed annuitant is a participant in the
System.

“§ B475. Exemption from certain offeet provisions of the
Bocial Security Act

“Sections 202(b)4), 202(cX2), 202(eX7),
202(fX2), 202(gX4). and 215(aX7) of the
Social Security Act shall not apply in the
case of & person who is a participant re.
ferred to in section 8471 of this title.

“8 8476. Regulations

“The Office may prescribe-regulations to

carry out this subchapter, ./~

“SUBCHAPTER VIII-€IVIL SERVICE
THRIFT INVESTMENT MANAGEMENT
SYSTEM 4

*§ 8493. Civil Service Thrift lnvestment-Board
“(a) There is, established in the executive

branch of the Government a Civil Service

Thrift Investment Board.

*“(bX1) The Board shall be composed of—

*“(A) the Chairman of the Federal Reserve
Board;

*(B) the Secretary of the Treasury;

“(C) the Director; and

‘(D) two representatives of Federal em-
ployee organizations appointed by the Presi-
dent, one of whom shall be a representative
from a labor organization (as defined in sec-
tion 7103(aX4) of this title) and one of
whom shall be a representative from an or-
ganization for employees who are managers.

“(2) If an office referred to in paragraph

(1XA), (1XB), or (1XC) of this subsection is

vacant, the person acting as the officer in

such office shall be a member of the Board
while acting as such officer.
“(3) The Chairman of the Federal Reserve

Board shall be the Chairman of the Board.
“(4) The members of the Board appointed

under paragraph (1XD) of this subsection

shall serve until replaced by the President.

“(c) The Board shall—

*(1) establish policies and prescribe regu-
lations for—

“(A) the investment and management of
the Thrift 8avings Fund; and

“(B) the administration of subchapter III
of this chapter and the provisions of sub-
chapter IV of this chapter which relate to
survivor annuities payable out of the Thrift

Savings/ Fund;

‘“(2) review the performance of invest-
ments e for the Thrift Savings Fund;

“(3) without regard to civil service and
classification laws, fix the rate of pay of the

Executive Director;

“(4) supervise the Executive Director; and

“(8) review and approve the budget of the
Board.

“(dX1) The Board may—

“(A) adopt, alter, and use a seal;

“(B) adopt, amend, and repeal regulations
to carry out its functions;

*(C) disapprove any action of the Execu-

tive Director; .
‘(D) except as provided in paragraph (2)

of this subsection, direct the Executive Di-

rector to take such action as the Board con-

- siders appropriate to carry out the provi-

sions of this subchapter and subchapter 111
of this chapter, the provisions of subchapter
IV of this chapter which relate to survivor
annuities payable out of the Thrift Savings
Fund, and the policies of the Board;

“(E) upon the concurring votes of four
members, remove the Executive Director
from office for good cause shown; and

“(F) take such other action as may be nec-
essary to carry out the functions of the
Board.

“(2) Except in the case of investments re-
quired by section 8427 of this title to be in:
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vested in securities of the Government, the
Board may not direct the Executive Direc-
tor or any contractor under a contract
awarded under section 8493(cX2) this title
to invest or to cause to be invested any sums
in the Thrift Savings Fund in a specific
asset or to dispose of or cause to be disposed
any specific asset of such Fund.
“# R192. Civil Service Thrift Advisory Committee

*(a)1) The Board shall establish a Civil
Service Thrift Advisory Committee (hereaf-
ter in this subchapter referred to as the ‘Ad-
vlsory Committee’).

*“(2XA) The Advisory Committee shall be

composed of 6 members appointed as pro-
vlded in subparagraph (B) of this para-

graph

“(B) The members of the Advisory Com-
mittee shall be appointed by action agreed
to by a majority of the members of the
Board. Three of the members of the Adviso-
ry Committee shall be appointed from
among investment asset managers not em-
ployed by the Government and three of the
members of the Advisory Committee shall
be appointed from among administrators of
thrift savings plans established for employ-
ees of private sector enterprises. .

*(3) The Board shall prescribe the terms
and conditions of service of the members of
the Advisory Committee.

*(b) The Advisory Committee shall—

“(1) advise the Board and the Executive
Director on matters relating to—

“(AX1) investment policy for the Thrift
Savings Fund;

*(ii) selection of the types of investment
funds which are appropriate for investment
of sums in the Thrift Savings Fund; and

“(iii) selection of investment managers for
the purpose of contracting for the adminis-
tration of investment funds under section
8493(cX2) of this title; and

*(BXi) the performance of the duties of
the Board and the Executive Director under
the provisions of this subchapter and sub-
chapter III of this chapter and the provi-
sions of subchapter IV of this chapter
which relate to survivor annuities payable
out of the Thrift Savings Fund; and

“éll) the administration of such provisions;
an

*(2) review the performance of invest-
ments made for the Thrift Savings Fund.

8 8493. Executive Director

“(aX1) The Board shall appoint an Execu-
tive Director by action agreed to by a major-
ity of the members of the Board. The Exec-
utive Director shall have substantial experi-
ence, training, or expertise in the manage-
ment of financial investments.

*(2) The Board shall prescribe the terms
and conditions of service of the Executive
Director.

“(b) The Executive Director shall—

*(1) carry out the policies established by
the Board;

*(2) invest and manage the Thrift Savings
Fund in accordance with the investment
and other policies established by the Board;

“(3) provide for payment of annuities and
other authorized distributions from the
Thrift Savlngs Fund under this chapter;

and

“(4) administer the provisions of this sub-
chapter, subchapter III of this chapter, the
provisions of subchapter IV of this chapter
which relate to survivor annuities payable
out of the Thrift Savings Fund, and the reg-
ulations prescribed by the Board.

“(¢) The Executive Director, may—

*(1) without regard to civil service and
classification laws, appoint, employ, and fix
the compensation of such personnel as may
be necessary to carry out the provisions of
this subchapter and subchapter III of this
chapter and the provisions of subchapter IV

e
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of this chapter which relste to survivor an-
nult;u payable out of the Thrift SBavings
Fund;

*(2) enter into such contracts or other ar-
rangements (including contracts for the per-
formance of administrative services), and
make such modifications thereof, as may be
appropriate to carry out the provisions of
this subchapter and section 8427 of this title
and the policies of the Board;

*(3) except as provided in section $52a of
this title, obtain from any Federal agency,
including any independent establishment or
instrumentality of the United States, advice,
information, estimates, statistics, and such
other assistance as the Executive Director
considers necessary to carry out the provi-
sions of this subchapter and subchapter III
of this chapter, the provisions of subchapter
IV of this chapter which relate to survivor
annuities payable out of the Thrift Savings
Pund, and the policies of the Board;

*(4) make such payments out of sums in
the Thrift S8avings Fund as the Executive
Director determines are necessary to carry
out the provisions of this subchapter, sub-
chapter III of this chapter, the provisions of
subchapter IV of this chapter which relate
to survivor annuities payable out of the
Thrift Savings Fund, and the policies of the
Board;

*(5) pay the compensation, per diem, and
travel expenses of personnel from -the
Thrift Savings Fund;

*(6) accept and utilize the services of indi-
viduals employed intermittently in the Gov-
ernment service and reimburse such individ-
uals for travel expenses, as authorized by
section 5703 of this title, including per diem
as authorized by section $702 of this title;

“(7) except as otherwise expressly prohib-
ited by law or the policies of the Board, del-
egate any of the Executive Director's func-
tions to such officers and employees under
the Board as the Executive Director may
designate and authorize such successive re-
delegations of such functions to such offi-
cers and employees under the Board as the
Executive Director may consider to be nec-
essary or appropriate; and

*(8) take such other actions as are appro-
priate to carry out the functions of the Ex-
ecutive Director.

8 8494. Investment policy

“The Board shall develop investment poli-
cles under section 8491(cX1) of this title
which provide for—

“(1) prudent investments suitable for ac-
cumulating funds for payment of retirement
income;

*(2) investment strategies which do not
require a significant level of active invest-
ment decisionmaking in the case of the in-
vestment funds established under subpars-
graphs (B) and (C) of section 8427(bX1) of
this title;

**(3) low administrative costs; and

*(4) investments likely to receive broad ac-
ceptance by participants and the public.
~8 8495. Administrative provisions

‘(a) The Board shall meet—

“(1) not less than once during each fiscal

year; and

“(2) at additional tlmes at ‘the call of the
Chairman.

“(bX1) Except as provided in section
B8481(dX1XE) of this title, the Board shall
perform the functions and exercise the
powers of the Board on a majority vote of a
quorum of the Board.

“(2) A vacancy on the Board shall not
impair the authority of a quorum of the
Board to perform the functions and exercise
the powers of the Board.

“(c) Three members of the Board shall
constitute a quorum for the transaction of
business.

B

-
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“(dX1) Each member of the Board who is
not a Federal employee and each member of
the Advisory Committee shall be compen-
sated at the daily rate of basic pay payable
for grade GS8-18 under the General Sched-
ule for h day or part thereof during
which such member is engaged in perform-.
ing a function of the Board or Advisory
Committee, as the case may be.

*(2) Each member of the Board who is not
a Federal employee and each member of the
Advisory Committee shall be paid travel,
per diem, and other necessary expenses
unider subchapter I of chapter 57 of this
title while traveling away from, his home or
regular place of buslnw performance
of the duties of the Co on or Advisory
Board, as the case may be.

“(e) The accrued annual leave of any em-
ployee who is 8 member of th€ Board shall
not be charged for any time used in per-
forming service for the Board during any
work periad. 7

“(f) Section 14(a)X2) of the Federal Advi-
sory Committee Act (86 Stat. 776; 5§ US.C.
App.) shall not apply to the Advisory Com-
mittee.

“§ 8496 Fidueiary responsibilities: liability and penalty

‘(a) For the purposes of this section—

*(1) the term ‘fiduciary’ means—

‘“(A) with respect to the Thrift Savings
Fund, each member of the Board and the
Executive Director; and

“(B) any person who, with respect to the
Thrift Savings Fund. is described in section
3(21XA) of the Employee
Income Security Act of 1974 (28 US.C.
1002(21XA));

“(2) the term ‘party in interest’ includes—

*(A) any fiduciary;

“(B) any counsel to a fiduciary;

‘(C) any person providing services to the
Board or the Executive Director;

‘(D) a labor organization the members of
which are participants;

“(E) a spouse, ancestor, lineal descendant,
or spouse of a lineal descendant of a person
described in subclause (A), (B), or (C) of this
clause; and

‘“(F) a corporation, partnership, or trust
or estate of which, or in which, 50 percent
or more of—

*“({) the combined voting power of all
classes of stock entitled to vote or the total
value of shares of all classes of stock of such
corporation;

*(ii) the capital interest or profits interest
of such partnership; or

*(ifi) the beneficial interest of such trust
or estate, .

is owned directly or indirectly, or held by &
person described in subclause (A), (B), (C),
or (E) of this clause; and

‘(3) the term ‘person’ means an individ-
ual, partnership, joint venture, corporation,
mutual company, joint-stock company,
trust, estate, unincorporated organigation,
association, or labor organization.

“(bX1) A fiduciary shall discharge his re-
sponsibilities with respect to the Thrift 8av-
ings Fund or applicable portion thereof
solely in the interest of the participants and
beneficiaries and—

**(A) for the exclusive purpose of —

‘(1) providing benefits to participants and
their beneficiaries; and

*(ii) defraying reasonable expenses of ad-
ministering the Thrift Savings Fund or ap-
plicable portions thereof;

“(B) with the care, skill, prudence, and
diligence under the circumstances then pre-
vailing that a prudent individual acting in a
like capacity and familiar with such matters
would use in the conduct of an enterprise of
[y :llke character and with like objectives;
an .
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“(C) W the extent permitted by section
8427 of this title, by diversifying the invest-
ments of the Thrift Savings Fund or appli-
cable portions Lthereof 30 as to minimize the
risk of large iosses. uniess under the circum-
stances it is clearly prudent not to do eo.

*(2) No fiduciary may maintain the indicia
of ownership of any assets of the Thrift
Savings Fund outside the jurisdiction of the
district courts of the United States.

*(¢) A fiduciary shall not—

(1) deal with any assets of the Thrift
Savings Fund for his oxn account;

*(2) act, in his individual or any other ca-
pacity, in any transaction involving the
Thrift Savings Fund on behalf of a party
whose interests are adverse to the interests
of the Thrift Savings Pund or the interesis
of its participants or beneficlaries:

*“(3) receive any consideration for his own
personal account from any party dealing
with sums credited to the Thrift Savings
Pund in connection with a tgansaction in-
volving assets of the Thrift Savings Fund,
except fees which the fiduciary is entitled to
receive as provided in a contract awarded
under section 8493(cX2) of this title;

“(4) permit the transfer of any assets of
the Thrift Savings Fund to or the use of
such assets by any person known to be a
party in interest, except in returm for ade-
Quate consideration; or

*“(5) permit the acquisition of any proper-
ty from or services by sny person known to

for adequite consideration.
. ‘“4d) This section does not proh!blt any fi-
duciary from—

*(1) receiving any benefit which the fido-
ciary is entitied to receive under this chap-
ter as a participant, a former participant, or
a beneficiary of a participant or former par-

ticipant;

“(2) receiving any reasonable compensa-
tion authorized by this title for services ren-
dered, or for reimbursement of expenses
properly and actually incurred, in the per-
formance of the fiduclary’s duties under
this chapter; or

*“(3) serving as a fiduciary in addition to
being an officer, employee, ‘agent, or other
representative of a party in interest.

“teX1XA) Any fiduciary that breaches the
responsibilities, duties, and obligations set
out in subsection (b) of this section or vio-
lates subsection (¢) of this section shall be
lable to the Thrift Savings Fund for any
losses to such fund resulting from each such
breach or violation and to restore to such
fund any profits made by the tiduciary
through use of assets of such fund by the fi-
duciary, and shall be subject to such other
equitable or remedial relief as a court con-
siders appropriate. A fiduclary may be re-
moved for a breach referred to in the pre-
eeding sentence.

“(B) The Attorney General of the United
States may assess & clvil penalty against &
party in interest engaging in a transaction
prohibited by subsection (c) of this section.
The amount of such penalty may not
exceed 5 percent of the amount involved (as
defined in section 4975(1X4) of the Internal
Revenue Code of 1954); except that, if the
transaction is not corrected (in such manner
as the Attorney General shail prescribe by
regulation consistent with section 4975(I1X5)
of the Internal Revenue Code of 1954)
within §0 days after the date the Attorney
General transmits notice to the party tn in-
terest (or such longer period as the Attor-
ney General may permit), such penalty may
be in an amount not more than 100 percent
of the amoumt invoived.

“¢C) A fiduciary shall not be liable under
subparagraph (A) of this paragraph with re-
spect t0 & breach of fiduciary duty under
subsection (b) of this section committed
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before becoming a fiduciary or after ceasing
to be a fiduciary.’

“(2) A civil action may be brought in the
district courts of the United States—

“{A) by the Attorney General of the
United States—

*“A) o determine and enforce a liability
under paragraph (1XA) of this subsection;
or

“(di{) to coliect any civil penaity under
paragraph (1XB) of this subsection; or

“(B) by the Attorney General of the
United States, any participant, annuitant,
former participant who s entitied to & de-
ferred annuity under section 8412 of this
title, other beneficiary, cr fiductary—

“4( to enjoin any act or practice which
violates any provision of subsection (b) ar
(c) of this section; or
- *(ii) to obtain any other appropriate equi-
table relief to redress a violation of any
such provision.

‘“8) An sction may not be commenced
under paragraph (2) of this subsection with
respect to a fiduciary’s breach of any re-
sponxibility, duty, or obligation under sub-
section (b) of this section or a viotation of
subsection (c) of this section after the earli-
er of—

“CA) € years after (i) the date of the last”

action which constituted a part of the
breach or violation, or (ii) fn the case of an
omission, the latest ‘date on which the fidu-
ciary could have cured t.he breach or viola-
tion; or

(B) 3 years after zhe earliest date on
which the plaintiff had actual knowledge of
the breach or vialation; except that, in the
case of fraud or concealment, such action
may be commenced not later than 8 years
after the date of discovery of such breach or
violation.”.

(b) The table of chapters at the beginning
of part 11l of such title is amended by in-
serting after the item relating to chapter 83
the following new item:

“84. Civil Service Pension System ...... 8401.".

TITLE I-AMENDMENTS RELATING
TO SOCIAL SECURITY

AMENDMIENTS TO THE SOCIAL SECURITY ACT

Src. 201. Section 21MaX5) of the Social
Security Act is amended—

(1) by striking out “or” at the end of sub-
paragraph (F);

(2) by striking out the semicolon at the
end of subparagraph (G) and inserting in
lieu thereof “, or”; and

Q)byadﬂmsttheaﬁthereo!the!ol-
lowing new subparagraph:

“(H) service performed by an individual
after such individual has commenced par-
ticipation in the CivE Service Pension
System pursuant to section 8471 of titie §,
United States Code;”.

AMENDMENTS TO THE INTERNAL REVENUE CODE
OF 1954

SEC. 202. Section 3121(bX5) of the Inter-
na) Revenue Code of 1654 {5 amended—

(1) by striking out “or"” at the end of sub-
paragraph (F),

{2) by striking out the semicolon at the
end of subparagraph (G) and inserting in
Tieu thereof >, or”; and

(3) by adding at the end thereof the fol-
lowing new subparagraph: )

“(H) service performed by an individual
after such individual has commenced par-
ticipation in the Civil Service Pension
System pursuant to section 8471 of titie §
United States Code:;".

July 50, 1985
TITLE I1—MISCELLANEOUS AND
CONFORMING AMENDMENTS

EXTENSION OF PEDERAL EMPLOYIES' RETIhE.
TEXPORARY ADJUST-

MENT ACT OF 1983
301 (a) Sections 202(1), 202¢6),
203(aX4XA), 203(aX4XB), 204(a),

208(bX2XAXD). and 208(eX3) of the Federal
Employees” Retirement Contribution Tem-
porary Adjustment Act of 1983 (97 Stat.
1108; § U.S.C. 8331 note) are amended by
striking out “January 1, 1988" each place ft
appears and inserting in lleu thereof *Janu-
ary 1, 1987,

) Section 205 of such Act 1s amended by
striking out “and 1980 {n subsections (b)
and (¢) and lnserun"ﬂn lieu thereof 1886,
ang 1887". -

P
MISCELLANEQUS AMENDMENTS TO CHAPTER 83
QF TITLE &, Ui STATES CODX

8zc. 3062, (a) Section $331(1XG) of title §,
United States Code, is amended t0 read as
follows:

“(G) an individual first employed by the
government of the District of Columbh
before January 1, 1987;".

(b) Section 8332 of such title is amended
by adding at the end thereof the following
new subsection:

“(n) Except as provided in section 8472(b)
of this title, service performed while a par-
ticipant in the Civil Service Penston 8ystem
under chapter 84 of this title is not credita-
ble under this section.”

(eX1) The first lentenee of section 8333(b)
of such title is mmended by inserting *or
chapter 84 of this title” after “subject to
this subchapter™. ]

{2) Section 8333(c) of such title is amend-
ed by adding at the end thereof the follow-
ing new sentence: ““The requirements of the
first sentence shall apply only with respect
to the civilian service performed by a
Member while not a participant in the Civil
Service Penslon System under chapter 84 of
this title.”.

) 'Bnhaection (a) of section ¥334 of such
title is amended—

(1) in the first sentence of paragraph (1),
by striking out “The employing™ and insert-
ing in lieu thereof “Except as provided in
paragraph (3) of this subsection, the em-
ploying™; and

-(2) by adding at the end thereof the fol-
lowing new paragraph:

“(3)A) In the case of an employee or
Member who was subject to this subchapter
before January 1, 188¢, and whose service—

“«§) 1= employment for the purposes of
title II of the Social Security Act and chap-
t.eruzl of the Internal Revenue Code of 1954;
an

“(il) is not creditable service for any pur-
pose under chapter 84 of this title,

an employing agency shall deduct and with-
hold from the basic pay of the employee or
Member under paragraph (1) of this subsec-
tion during any pay period only the amount
computed pursuant to subumnph B) of
this paragraph.

‘“B) The amount deducted and withheld
from basic pay during any pay period pursu-
ant to subparagraph (A) of this parsgraph
in the case of an employee or Member re-
ferred to in such subparagraph shall be the
excess of —

*Xi) the amount determined by mualtiply-
ing the peroent applicable to the employee
or Member under paragraph (1) of this sub-
section by the basic pay payabie for such
pay period, over

“(ii) the amount of the taxes deducted
and withheld from such basic pay under sec-
tion 3101(a) of the Internal Revenue Code
of 1954 for such pay period.”.
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(e) Bection 8339 of such title is amended
by adding at the end thereof the following
new subsection:

“(oX1) Effective on the first day of the
month in which an annuitant or a survivor
becomes 62 years of age, the annuity or sur-
vivor annuity computed under the other
subsections of this section shall be reduced
by an amount equal to the amount (if any)
by which the annuitant's or survivor annu-
ftant's benefit under title 11 of the Social
Security Act exceeds the amount of such
benefit to which he would be entitled if the
service described in paragraph (2) of this
subsection were not taken into account.

*(2) The service described in this para-
graph is the civilian service that is covered
by amounts deducted and withheld as pro-
vided in section 8334(aX3) of this title and is
taken into account for the purpose of com-
puting—

“(A) the annuity or survivor annuity; and

*(B) benefits under such title of the Social
Security Act.”.

(f) Section 8347(a) of such title is amend-
ed by adding at the end thereof the follow-
ing: “The Office may contract for the per-
formance of administrative services neces-
sary to carry out its responsibilities under
this subchapter.”.
ed(:) Section 8348(a) of such title is amend-

(1) in paragraph (1XA), by inserting “or
the provisions of chapter 84 of this title
which relate to benefits payable out of the
Fund” after “subchapter”; and

(2) in paragraph (2), by inserting “, chap-
ter 84 of this title,” after “chapter”.

CONPORMING PROVISIONS FOR THE POSTAL
SERVICE RETIREMENT SYSTEM

8ec. 303. Section 1005(d) of title 39,
United States Code, is amended to read as
follows:

*(d) Officers and employees of the Postal
8ervice (other than the Governors) shall be
covered by chapters 83 and 84 of title 5 ac-
cording to the provisions of such chapters.
The Postal Service shall withhold from pay
and shall pay into the Civil Service Retire-
ment and Disability Fund the amounts spec-
ified in or determined under such chapter
83. The Postal Service shall pay into the
Civil Service Retirement and Disability
Fund the amounts specified or determined
under subchapters II and V of such chapter
84. The Postal Service shall pay into the
Civil 8ervice Thrift Savings Fund the
amounts specified in or determined under
subchapter III of such chapter 84.”.

GROUP LIFE INSURANCE FOR CERTAIN PARTICI-
PANTS IN THE CIVIL SERVICE PENSION SYSTEM
Sgc. 304. (a) Subsection (b) of section 8702

of title 5, United States Code, is amended—

(1) by inserting “(1)" after *(b)"; and

(2) by adding at the end thereof the fol-
lowing new paragraph:

*(2) Paragraph (1) of this subsection shall
not apply to an employee who is required by
section 8402 of this title to'be a participant
in the Civil Service Pension System.".

(b) Subsection (a) of section 8707 of such
title is amended—

(1) by striking out *(a) During” and in-
serting in lieu thereof “(a)(1) Except as pro-

vided in paragraph (2) of this subsection,

during”; and
(2) by adding at the end thereof the fol-

’ iowing new paragraph:

*(2) Paragraph (1) of this subsection shall
not apply to an employee who is required by
section 8402 of this title to be a participant
in the Civil Service Pension System.”.

(c) Subsection (a) of section 8708 of such
title is amended—

(1) by striking out “(a) For" and inserting
in lieu thereof “(aX1) Except as provided in
paragraph (2) of this subsection, for”; and

3
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(2) by adding at the end thereof the fol-
lowing new paragraph:

*(2) For each period for which an employ-
ee referred to in section 8707(axX2) of this
title is insured under a policy of insurance
referred to in paragraph (1) of this subsec-
tion, & sum equal to one and one-half times
the amount which, but for such section
8707(a)2), would be withheld from the pay
of the employee under section 8707(aX1) of
this title shall be contributed from the ap-
propriation or fund which is used to pay the
employee.”.

HEALTH BENEFIT PLAN ELIGIBILITY FOR FORMER
SPOUSES

Szc. 305. (a) Section 8901(10) of title 5,
United States Code, is amended—

(1) in subparagraph (Cxi)—

(A) by inserting “or 8467 after “8345(j)";
and

(B) by inserting "‘or 8434" after “8341(h)";
and

(2) in subparagraph (CXii)—

(A) by inserting “‘or 8434 after “8341(h)";
and

(B) by inserting “‘or 8467' after “8345(j)".

(bX1) Subsection (b) of section 8905 of
such title is amended—

(A) by redesignating subparagraphs (A),
(B), and (C) of paragraph (1) as clauses (i),
(ii), and (iii), respectively:

(B) by redesignating paragraphs (1) and
(2) as subparagraphs (A) and (B), respective-

ly: -

(C) by inserting “(1)" after ‘“(b)"; and

(D) by adding at the end thereof the fol-
lowing new paragraph (2):

*(2) A member of family of a deceased em-
ployee or annuitant who was enrolled in a
health benefit plan under this chapter on
the date of death of the employee or annui-
tant may continue the enrollment under the
conditions of €ligibility prescribed-in regula-
tions issued by the Office.”.

(2) Subsection (cX1) of such section is
amended—

(A) in subparagraph (B), by inserting “or
8435(aX1)”; and

(B) in the second sentence—

(i) by inserting “‘or 8434 after “8341(h)"”;

and

(1) by inserting “or 8467 after “8345(j)".

EMPLOYEES OF CERTAIN NONAPPROPRIATED

FUND INSTRUMENTALITIES

Sec. 306. Section 2105(c) of title 8, United
States Code. is amended by inserting *,
chapter 84,” after “chapter 81" in clause (2)
of the first sentence.

TITLE IV—AUTHORIZATION AND
EFFECTIVE DATES
FIRST YEAR EXPENSES OF THE CIVIL SERVICE
THRIFT INVESTMENT MANAGEMENT SYSTEM

Sec. 401. (a) Notwithstanding section
8426(cX3) of title 5, United States Code, as
added by section 101 of this Act, the ex-
penses ingcurred in the administration of the
Civil Service Thrift Investment Manage-
ment System prescribed in subchapter VIII
of chapter 84 of such title, as added by sec-
tion 101 of this Act, during fiscal years 1986
and 1987 shall be paid from sums appropri-
ated pursuant to subsection ¢b).

(b) There are authorized to be appropri-

. ated to the Civil Service Thrift Investment

Board, for fiscal years 1986 and 198%, such
sums as may be necessary to pay the ex-
penses incurred in the administration of the
Civil Service Thrift Investment Manage-
ment System prescribed in subchapter VIII
of chapter 84 of title 5, United. States Code,
as added by section 101 of this Act, during
such fiscal years.
EFFECTIVE DATES

8ec. 402. (a) Except as provided in subsec-
tion (b), this Act and the amendments made
by this Act shall take effect January 1, 1987.

CHE L Rl Imer e 1P
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(b) Subchapter VIII of chapter 84 of title
5, United States Code (relating to the Civil
Service Thrift Investment Management
System), as added by section 101, shall take
effect on the date of enactment.

(c) The program required by section
8426(e) of title 5. United States Code, as
added by section 101(a) of this Act, shall be
established not later than January 1, 1988.

SECTION-BY-SECTION ANALYSIS

The opening section (section 2) provides
for the purpose of the legislation. The pur-
poses delineated include providing a stable
and flexible retirement plan which is com-
parable to good private %ector retirement
benefits plans, enhancipg§ portability of re-
tirement assets betweén Federal jobs and
jobs outside the Federal government, and
ensuring a fully funded” and financially
sound federai retirement ptogram.

TITLE 1—GIVIL SERVICE PENSION 6YSTEM

Section 101(a) amends title 5, United
States Code, by inserting a new chapter 84,
entitled “Civil Service Pension System"
(CSPS).

Subchapter I of this chapter provides defi-
nitions for administration of the CSPS.
many of which are the same as or similar to
those used in chapter 83 of title 5. New or
modified definitions include average pay
(highest 5 years) and basic pay (rate estab-
lished pursuant to law, without regard to
any limits on authority to pay). Definitions
of firefighter and law enforcement officer
are more specific than those used in chapter
83. The subchapter also identifies the par-
ticipants in the new CSPS and specifies its
relationship to the Social Security Act. Em-
ployees of the District of Columbia are spe-

.clfically excluded. Employees of the current

Civil Service Retirement System (CSRS) are
included if they so choose pursuant to Sec-
tion 8471.

Subchapter II describes the basic retire-
ment plan, which is a defined benefits plan
applicable to all permanent employees cov-
ered by the Social Security System on or
after January 1, 1984 and any employees
&P!j,esct to the CSRS who elect to join the

Section 8411 lists the combinations of age
and service which establish entitlement to
an immediate annuity.

Subsections (a) and (b) provide for an im-
mediate annuity at age 55 with 10 years of
service and age 62 with 8 years of service.

- 8Sul tions (¢) and (d) provide for an im-
mediate annuity to the special retirement
classes (law enforcement officer, firefighter,
or air traffic controller) after 25 years of
service in the occupation.

Subsection (e) provides for an immediate
annuity to an employee who is separated
from the service involuntarily and who has
compileted 28 years of service or is not less
than age 50 with 20 years of service.

Subsection (f) provides that the annuity
authorized by this section is computed
under sections 8413 through ‘st of this
title.

Section 8412 provides for deferred retire-
ment at age 82 to a participant who is under
age @2 and separates from Federal employ-
ment, after completing 5 years of service or
at age 55 to a participant who is under age
55 and separates from Federal employment
after completing 10 years of service.

Section 8413 provides the formula for
computing the annuity a participant is enti-
tled to receive. The formula is one percent
of the average pay over the five highest con-
secutive years multiplied by the number of
years of service. For the special retirement
classes, an annuity supplement equal to the
estimated amount of Social Security bene-
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4ms payable at age 62 will be paid to anni-
tants from age 55 until age 62. This supple-
ment will be increased annually by the per-
cent increase in the Bocial Becurity Act av-
erage wage index. A pro rata formula for
part time service is also specified.

8ection 8414 provides for reduction of an
immediate annuity that begins before age
€2. The reduction & {wo peroent for each
year the participant is under age 62 on the
date of a voluntary retirement at age 55
with 30 years of service or an involuntary
retirement under section 8411(e). The annu-
ity is reduced by five percent for each year
the participant is under age 62 for a partici-
pant who elects to receive an annuity after
age 55 but before completing 30 years of
service. A [ive percent reduction for each
year the participant is under age 55 applies
to law enforcement officers, firefighters, air
traffic controllers, and military reserve
technicians.

Section 8415 provides for actuarially re-
ducing an annuity to provide for one or
more survivor annuities.

Subsection (a) provides for an automatic
annuity reduction to provide a survivor an-

nuity to the spouse of a married participant

unless the participant and his or her spouse
jointly waive the spouse's right to a survivor
annuity as provided in section 8416.

Subsection (b) provides for an automatic
annuity reduction when the participant has
elected to provide a survivor annuity to a
former spouse. '

Section 8416 provides that OPM shall pre-
scribe methods of payment of annuities and
participant election of the method pre-
ferred. Included in those methods are a
single life annuity and a joint-and-survivor
annuity. An individual designated as having
an insurable interest in the annuitant may
duoelve an survivor annuity under this provi-

on.

An individual who is married on the date
he or she applies for payment of the annu-
ity t0 begin may elect a method of payment
other than a joint-and-survivor method only
if the individual and his or her spouse joint-
1y walve an annuity ander this method.

S8ection 3417 provides that a participant
who retires prior to age 62 may
elect to have his or her annuity payments
adjusted in such a way that the total
amount received before and after receipt of
Social Security benefits begin is approxi-
mately the same. This does not apply $0 de-
ferred retirement or to the special retire-
ment clasges.

Bection 8418 provides that each Federal
agency shall contribute an amount equal to
the normal cost of the benefits for the agen-
ty’s employees, as determined by OPM. It
als0 provides for a yearly determination.of
the Fund's supplemental llability which is
to de amortized over 30 years by payments
from the SBecretary of the Treasury or the
Postmaster General of the Unijted States, as
appropriate. OPM may use the current
CSRS Board of Actuaries for making actu-
arial determinations and valuations for the

CSPS. .

Section 8419 provides that military service
is creditable service and that the Depart-
ment of Defense Military Retirement Fund
shall reimburse the fund annually for the
normal cost relating to the military service
of employees and members who become par-

“ticipants during the fiscal year. This ex-

cludes employees covered by the CSRS who
elect under section 8471(a) to join the

Subchapter ITI describes the thrift savings
plan, which is an optional plan permitting
participants to contribute a percentage of
their basic pay or disability henefits to a se-
jected investment vehicle and have those
contributions matéhed by the government.

A O LG ULV L LS ) S §

Section 8421 allows participants to con-
tribute up to 10 percent of their basic pay to
the thrift plan. Those participants who are
receiving disabllity benefits may contribute
up to 10 percent of the disabllity benefits
payable. An opportunity to change the con-
tribution amount will be provided at least
annually. Employing agencies are required
to match the participant's contribution, up
to five percent of the participant's annual
rate of basic pay or the disabled partici-
pant’s disability benefits. Amounts contrib-
uted to the thrift fund are not included in
the employee’s current gross income for
fncome tax purposes.

Section 8422 provides a vesting schedule
for the thrift plan. A participant immediate-
ly vests in his contributions and their samn-
ings. Beginning alter ene year of service,
the participant vests In 20 percent of the
employer’s contribution. This increases by
30 percent for each sdditiona! year of par-
ticipation up to five years and beyond, when
the entire share contributed by the employ-
er, plus interest, is vested. A participant who
dies while employed by the government im-
mediately vests in 100 percent of the em-
ployer’s contribution and the earnings on it.
For a participant who separates from em-
ployment before becoming entitied to an im-
mediate annuity, sny employer contribu-
tions which he has not vested tn are trans-
ferred to the Treasury for credit to Miscel-

Receipts.

Section 8423 describes the optional ways
an employee may choose from to receive
thrift account payments from the thrift
plan at separation from employment., de-
pending on his or her status under the basic
pension plan.

Bubsection {a) permits a participant who
is entitled to an immediate annuity to elect
one of the four methods below:

(1) An immediate annuity

(2) A deferred annuity

{3 A lump sum or instaliment withdrawal

(4) Transfer to an individual retirement
account or other qualified retirement plan

Subsection (b) permits a participant who
is entitled to a deferred annuity to elect one
of the methods described above. For the
first three methods, the money is not pay-
able untfl the date of the participant’s eligi-
bility for retirement.

Subsection (c) permits a participant who
s not eligible for any pension to elect one of
the three methods below:

{1) An annuity at age 62

(2) A lump sum or installment withdrawal
at age 62

(3) Transfer to an individual retirement
account or other qualified retirement plan

Subeection (d4) permits & participant who
elected to defer an annuity payment to
modify the date specified in that election.

Section 842¢ describes how annuities
available frem the thrift plan will be com-

~prited and paid. The Thrift Investment

Board wil methods of payment
which must include a singie life annuity and
Joint-and-survivor annuity.

in the armuttant is also covered under this
provision. The amounts will be determined
actuarially. Methods for providing annual
increases in the annuity payable must also
be prescribed.

Section 8425 provides rules for elections
by participants entitied %0 payments or
transfers from the thrift plan.

Section $426 establishes the Thrift Sav-
ings Fund and prescribes how moneys in the
Fund may de used. Included in these uses is
& requirement for the Board to establish a
program to make loans ¢0 participants in
cases of hardship.

Section 8427 describes how employee and
employer money will be Invested.

[ A BRI | g L. [T —
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Subsection (a) defines terms used in applj-
cation of this section.
Bubsection (b) requires the Board (o es.
wmmmﬂndervhhhmhme
Savings Pund may be Invested and
mv}dnmopuonwuubushm funds,
The funds are:

(1) A Government Securities Investment
o which is invested in special issues of
e ry.

(3) 4 Common Stock Index Investment
which is invested ia common stock
lssues included in a nly recognised
atock index, with the

Su “c)-specifies that sums in the
which are not designated or
invested in one of the other
in ent funds will be fnvested in the
Government Securities Investment Pund.
Summ (d) states that participants
may at jeast once each year, the in.
vestment funds into which they wish to
have their Thrift S8avings Fund tnvested or

reinvested.

8ul n (e) specifies that, during the
mmummnwemnsmu
Fund, s certain percentage of the contribu-

t in the System and requires that
be provided an annual state-

¥

-ment of his or her account. An annual audit

report by an independent gualified public
accountant is also required.

Subchapter IV describes the benefits
available to survivors of deceased partici-

basic and the thrift ptan.

on 8431 provides for payment of
death benefits from the dbasic plan to the
surviving spouse of a participant or a former

If the participant or former participant was
eligible to retire, the survivor gets 50 per-
cent of the accrued annuity (computed as if
he or she had retired the day before death,
with any applicable reductions for early re-
tirement and for election of a survivor bene-
fit). If he or she was not eligible to retire,
the benefit is computed as descr
but payment is delayed until the date he or
she would have been eligible to retire.

Section 3432 provides for payment of
death -‘Denefits from the basic plan Lo the
survivor of an annuitant in accordance with
an election under section 8418, 8434(a). or
$438(c).

Section 3433 provides for survivor benefits
from the thrift savings plan. If the deceased

.
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participant or former participant is not sur-
vived by a spouse, payment is made to an in-
dividual designated ss having an insurable
interest or, if no such designhation was made,
to the deceased individual's estate. A surviv-
ing spouse entitled to payment of benefits
may elect to receive the money under one of
three methods. These are: -

(1) An annuity

(2) Transfer of the money to an individual
retirement account

(3) Lump sum or instaliment withdrawal

Bection 8434 provides for basic and thrift
savings plan survivor benefits to a spouse
acquired after payment of the annuity
begins. The election is effective the first day
of the second month beginning after the
election is received but not earlier than nine
months after the date of the marriage. A de-
posit to retroactively fund this election is
required as needed. An election of an annu-
ity reduction to provide this benefit is not
permitted if the spouse acquired after re-
tirement was married to the annuitant
when payment of the annuity began and
the annuitant and spouse had jointly waived
the right to a survivor benefit.

Section 8435 states the entitlement of eli-
gible former spouses to receive survivor ben-
efits from the basic plan and the thrift plan.
The benefits from the basic plan are the
same as for a surviving spouse under sec-
tions 8416, 8431, or $432. Benefits from the
thrift fund are determined actuarially.

Section 8436 provides for an mnuiunt to
elect a survivor benefit from the basic plan
and the thrift plan for an eligible former
spouse.

Subsection (a) permits an annuitant who
has a former spouse to elect an annuity re-
duction in order to provide a survivor annu-
ity to such former spouse. The -election
must be made on or before the date the an-
nuitant applies for payment of an annuity
from the basic plan or, if later, within two
years after the date on which the marriage
of the former spouse to the annuitant is dis-
solved. A deposit, computed to reflect the
amount by which the annuity would have
been reduced if it had been continuously in
effect since the date e annuity com-
menced, is required. An election for an an-
nuity reduction to provide a survivor benetit
lto a former spouse shall not be effective if

t:

(1) conflicts with a court order or decree,

(2) exceeds the funds available to pay it,
or

(3) is made without the written consent of
the annuitant’s spouse.

Subsection (b) provides that an annuitant
whose annuity is being reduced to provide a
survivor benefit to a former spouse may
elect to provide or increase a survivor annu-
ity for any former spouse. This election
must occur within two years after the
former spouse’s date of death or remarriage
before age §5.

Subsection (¢) provides for an annuitant’

to elect to provide a survivor annuity to his
or her spouse if the entitlement of an eligi-
ble former spouse is terminated or reduced
due to remarriage or death.

Subsection (d) provides for a waiver of the
requirement that the spouse of a retiree
waive a right to a survivor benefit in certain

* situation.

Section 8437 provides for termination of a
survivor annuity on death of the spouse or
former spouse, dissolution of the marriage,
or remarriage of the former spouse before
reaching age 55.

Section 8438 covers deposits to the Fund.

SBubsection (a) requires a market rate of
interest payment on any deposit needed to
fund an annuity election under section
8434(c)or 8436.
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Subsection (b) provides for offsetting the
retiree’s annuity if the required deposit is
not made.

Subsection (c) permits OPM to extend the
time limit for making the required deposit.

Subchapter V describes the disability ben-
efits available to a participant who has at
least 18 months of service.

8ection 8441 provides definitions for the
administration of this benefit.

Section 8442 provides that an eligible par-
ticpants is entitled to receive benefits under
this subchapter if disabled based on the
Social Security definition and under 62 or if
unable to work in his current position, not
qualifed for reassignment, and under 55. At
age 62/55, the annuity is payable under the
basic plan provisions of subchapter 11 based
on at least § years actual service plus pro-
Jected service through age 82/55. Average
pay for the purpose of converting the dis-
abled person from the disability rolls to the
retirement rolls at age 62/55 is the average
pay on the date of disability, increased each
time after that date'by the Consumer Price
Index minus two percentage points.

Section 8443 provides the following meth-
ods for computing disability benefits:

(1) If eligible for Bocial Security or ineligl-
ble for Bocial Security only as a result of in-
sufficient quarters of coverage, 60 percent
of average pay minus 100 percent of the
Social Security benefit while the participant
is under age 62.

(2) If occupationally disabled, 60 percent
of average pay for the first year. After the
first year, 40 peroent of average pay minus
Social Security denefits, if any. while the
participant is under §5 years of age.

Section 8444 requires a claim for disability
benefits to be filed before the date the par-
ticipant separates from employment by the
PFederal Government or within 1 year after.
Thhtlmeﬂnﬂtmbewdvedbythead-
ministrator of benefits.

Section 8445 requires the administrator to
direct medical examinations for disability
retirement applicants or benefit recipients.

Section 8446 requires that an applicant
who is determined able to perform the work
required in any position offered by his em-
ploying agency for which he is qualified, is
at the same grade or level as his current po-
sition, and is within his commuting area,
must be considered for appointment to such
position. The applicant is entitled to appeal
a determination that he is able to perform
the work required of such position.

Section 8447 provides for termination of

- disability benefits to an individual who re-

covers from the disability before reaching
age 62 or, in the case of an employee who is
occupationally disabled, age 55. Recovery is
presumed to occur when income for one
year equals 60 percent of the current pay
for the individual's former grade. These
benefits may be resumed if there is a recur-
rence of disability. In the case of an individ-
ual whose benefits were terminated due to
restored earning capacity, benefits are re-
sumed if he is not reemployed within one
year, his disability continues, and his
income for one year is less than the amount
establishing his restored earning capacity. -

Section 8448 establishes that an individual
is not entitled to receive both disability ben-
efits under this chapter and injury compen-
sation benefits under subchapter I of chap-
:‘er 81 of this title for the same period of

me.

Section 8449 provides for disability bene-
fits for a military reserve technician who is
separated from employment as a technician
due to a Wisability which disqualifies him
from membership in the National Guard or
other reserve component, as the case may
be, or from holding the military grade re-
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quired for such employment and who Is not
placed in another position.

Section 8450 provides that OPM will con-
tract with one or more insurance
or other firms to serve as a third party m-
ministrator for the disability program provi-
sions which OPM is not specifically required
to administer. Each contract awarded may
not exceed § years and may include a provi-
sion suthorizing extensions for 1 year at a
time.

Section 8451 provides requirements for an
annual accounting by the third party ad-
ministrator to OPM.

Section 8452 provides for the establish-
ment of an Employees* bility Insurance
Fund in the US. ry and requires
agencies to make payments to the fund
from their salary appropriations.

Subchapter VI. general provi-
sions applicable to the administration of the
basic plan.

p

Section 8461 provides that OPM shall pay
all benefits payable under the basic plan
from the Fund and shall administer all pro-
visions not specifically required to be admin-
fstered by the Board or any other agency.
OPM {s also authorized to contract for-the
per{ of any of these functions.

on 8462 provides for an annual ad-
Justment to the basic pension as a result of
an increase in the Consumer Price Index
(CP1). The increase will be the percentage
increase in CPI minus 2 percentage points.
The sdjustment is made in December (pay-
able in January), and is based on the change
from September to September. A pro rata
share of the increase is payable to retirees
or survivor annuitants for whom this is the
first increase.

Section 8463 provides that each annuity
and disability benefit is stated as an annual
amount, one-twelfth of which is the month-
1y rate payable.

Section 8464 provides that a participant’s
annuity under the basic pension commences
on the first day of the first month after the
participant separates from government em-
ployment or such later date as he or she
elects. It terminates on the date of death or

other terminating event provided by law. It’

further provides that a survivor annuity
commences on the first day of the first
month after the date of death of the partici-
pant or retiree on whom the annuity is
based and terminates on the last day of the
last month ending before the surviving
spouse dies or remarries before age 55,
unless another date is specified in aoccord-
ance with this chapter.

Section 8465 provides that an individual
entitled to receive a basic pension may
waive receipt of all or part of the benefits.
An individual may also make sallotments
from the benefit payment.

Section 8468 provides that an application
for benefits must be received before the
former participant’s 115th birthday; for sur-
vivor benefits. the application must be re-
ceived within 30 years after the death or
other event which establishes‘entitlement
to the benefit.

Section 8467 requires compliance with the
termy of a court order requiring ent of
ln annuity, in whole or ln part, ® another

rson.

Bection 8468 provides for termination of
an annuity when an annuitant is reem-
ployed by the Government. Upon termina-
tion of the employment, his annuity right
are redetermined. The amount of the annu-
ity resulting from a redetermination may

‘not be less than the amount of the termi-

nated annuity plus any COLA increases.
Subchapter VII outlines the transition
provisions for individuals covered by the

.
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C8RS who choose to participate in the
CSP8

Section 8471 permits participants in the
current system (CSRS), other than District
of Columbia government employees, to elect
to participate in the new system (CSPS)
during the first year it is in effect and to
retain accrued credit for entitlement to ben-
efits under the CSRS for service subject to
that system. It also provides that rehires
who are required to participate in the CSPS
retain credit earned under CSRS and are
permitted to deposit to the CSRS fund any
amount previously refunded. Survivor bene-
fits may be payable based on conditions of
gslgri,gmty and service under both CSRS and

Section 8472 provides that CSRS partici-
pants who elect to participate in the CSPS
are aliowed credit for service under both
systems for purposes of determining eligibil-
ity to retire in both systems and of vesting
in the thrift plan. Pay for such individuals
subsequent to beginning participation in the
CSPS is taken into account in computing av-
erage pay under both systems. Disability
benefits are provided only under the CSPS.

Section 8473 provides that service by a
participant during the temporary adjust-
ment period will be recognized as years of
participation for the purpose of vesting in
the employer’s contributions to the Thrift
Savings Fund under section 8422. For such
participants, moneys will be transferred

from the Fund to the Thrift Savings Fund

in an amount which equals twice his or her
contributions plus interest for any calendar
year at the rate determined under section
8334(e) of title 5. The amount transferred
will be in the form of interest-bearing secu-
rities of the United States. For vesting pur-
poses, half of the amount will be treated as
a contribution from the participant and half
as a contribution by the employing agency.
Participants hired during the interim period
who made a deposit to cover military service
will receive a refund of the deposit.

Section 8474 defines “reemployed annui-
tant” for various Government retirement
systems. This section provides that a reem-
ployed annuitant retains entitlement to the
Government retirement system under
which he/she retired. It further provides
that service performed as a reemployed an-
nuitant under CSPS shall be credited only
for eligibility to retire under CSPS and
cannot be considered creditable service for
the annuitant's previous retirement system.
Also, pay earned as an employee before and
after reemployment is considered in com-
puting average pay under both the CSPS
and the annuitant’s Government retirement
system.

Section 8475 excludes former CSRS par-
ticipants who join the CSPS from the wind-
fall reduction and the public pension offset
provisions of the Social Security Act.

Section 8476 authorizes OPM to prescribe
regulations to carry out this subchapter.

. Subchapter VIII describes the Civil Serv-
ice Thrift Investment Management System.

Section 8491 establishes a Civil Service
Thrift Investment Board, composed of the
Chairman of the Federal Reserve Board,
the Secretary of the Treasury, the Director
of OPM, and two representatives of Federal
employ rganizations appointed by the
President, one of whom must be from a
labor organization and one of whom must
be from a Federal employee management
organization. The Chairman of the Federal
Reserve Board will chair the Board. Specific
;esponslbﬂltlu of the Board are detailed

ere.

_Section 8492 provides for the establish-
ment of a Civil Service Thrift Advisory
Committee, composed of six members ap-
pointed by the Board. Three are to be in-
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vestment asset managers and three are to be
administrators of thrift savings plans.

Section 8493 provides for the Board to ap-
point an Executive Director to carry out the
policies of the Board in administering the
Thrift S8avings Fund. The Executive Direc-
tor is authorized to enter into contracts as
necessary Lo carry out these policies.

Section 8494 states the investment policy
governing the Thrift SBavings Fund. This in-
cludes a provision that investments chosen
are likely to receive broad accepteance by
participants and the public, and a provision
that the two funds which specifically pro-
vide for private sector investment should
not require a significant level of active in-
vestment decision-making.

Section 8495 provides rules of administra-
tion for the Board.

Section 8496 identifies fiduciaries and
their responsibilities, defines “party in in-
terest,” states basic standards of fiduciary
conduct, lists prohibited practices by fidu-
ciaries, and describes penalties for commit.-
ting a prohibited practice.

TITLE I1—ANENDMENTS RELATING TO SOCIAL

SECURITY.

Section 201 amends section 210(a) (5) of
the Social Security Act to cover service per-
formed by an individual who commences
participation in the CSPS.

Section 202 amends section 3121(bX5) of
the Internal Revenue Code of 1954 to tax
the wages of an individual who commences
participation in the CSPS.

TTTLE II1—MISCELLANEOUS AND CONFORMING

AMENDMENTS

Section 301 extends the Federal Employ-

ees’ Retirement Contribution Temporary
Adjustment Act of 1983 from January 1,
1986 until January 1, 1987.

Section 302(a) amends section 8331 of title
5, United States Code, to limit coverage
under the CSRS8 for District of Columbia
government employees to those first em-
ployed before Janiary 1, 1987.

Section 302(b) amends section 8332 of title
$,-United States Code, by adding a new sub-
section excluding participant in the CSPS
from receiving service credit under the
CSRS, except in certain limited situations
affecting participants retaining entitiement

.in the CSRS under section 8472.

Section 302(c) amends section 8333(b) of
title 8, United States Codes to modify the
requirement that an employee or Member
must complete at least one year of credita-
ble service as a participant in the CSRS out
of the last two years before separation to in-
clude service under the CSRS. It also
amends section 8333(c) by making the con-
tribution requirements applicable only to
service performed while not a participant in
the CSPS.

Section 302(d) amends section 8334(a) of
title 5, United States Code, relating to de-
ductions from an employee’s pay for both
CSRS and Social Security coverage. An em-
ployee who was covered by the CSRS on De-
cember 31, 1985 and who was subsequently
covered by Social Security will continue in
the CSRS at a reduced contribution. The
Contribution to CSRS will be equal to the
excass of the employee’s normal CSRS con-
tribution over the OASDI portion of the
Social Security tax.

8ection 302(e) amends section 8339 of title
8, United States Code, to specify that the
CSRS benefit received by those covered
under subsection (d) will be offset by 100%
of the Social Security benefit attributable
to federal service.

Section 302(f) amends section 8347(a) of
title 8, United States Code, to permit OPM
to contract for the performance of adminis-
trative services necessary to carry out its re-
sponsibilities under subchapter 83.
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Section 302(g) amends section 8348(a) of
title 5, United States Code, to clarify that
the Civil Service Retirement and Disablility
Fund is available to pay benefits and admin-
istrative expenses for both chapters 83 and
84 of such title.

Section 303 amends section 1005(d) of title
39, Uni States Code, to include officers
and employees of the Postal Service for cov-
erage under the provisions of chapters 83
and 84 of title 8.

Section 304 requires agencies to pay all
group life insurance basic plan costs for
CSPS participants from salary appropria-
tions.

Section 305 amends uQélom 8901(10) and
8905(c) of title §, United Stetes Code, to in-
corporate health benefit plan eligibility re-
quirements for former spouses as s result of
P.L. 98-815. It alsc amends sgction 8905(b)
to permit a family member ®f a deceased
employee or anfuitant who was enrolled in
8 health benefits plan to continue that en-
rollment.

Section 306 amends section 2105(c) of title
5 to provide that chapter 84 does not apply
to employees of certain non-appropriated
fund instrumentalities.

TITLE IV—AUTHORIZATION AND
EFFECTIVE DATES

Section 401 provides for payment of the
fiscal year 1986 and 1987 expenses of the
Civil Service Thrift Investment Board from
appropriations.

Section 402 provides that this act takes
effect January 1, 1987, except for subchap-
ter VIII of chapter 84 (relating to the Civil
Service Thrift Investment Board), which
takes effect on the date of enactment, and
the loan program required by section
8426(e) which must be established not later
than January 1, 1988.

CONGRESSIONAL RESEARCH SERVICE,
Lisrary or CONGRESS,
Washington, DC, July 25, 1985.
To: Senate Committee on Governmental Af-
fairs, Senate Subcommittee on Civil Serv-
ice, Post Office and General Services.
From: Dennis Snook, Leader, Civil Service
Retirement Team.
Subject: CRS Analysis of the Stevens-Roth
Plan for a Retirement System for Federal
Workers Covered by Social Security.
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METHODOLOGICAL SUPPORT
A. Cost and replacement rate models

The estimates of retirement costs and
benefits presented in this analysis were gen-
erated using the Congressional Research
Service's cost and replacement rate models.
These computer-based actuarial models
were developed by CRS with actuarial sup-
port and a Pension Valuation Language
(PVL) provided under contract by Hay-Hug-
gins, Inc., an actuarial consulting firm. It
should be noted that these models project
future outcomes from assumptions. While
such projections are valuable tools for
making relative cost and benefit compari-
sons, it is inappropriate to imply or to seek a
degree of accuracy for them that is in prin-
ciple unattainable.

1. Cost model

The cost model projects long-term costs of
pension designs. The approach used is
known as “entry age normal cost,” and can
be generally understood as the percentage
of every paycheck that should be invested,
over the total career of each employee in a
group of new entrants, to pay fully for all
benefits recefved by that group, including
all eligible survivors. Normal cost is formal-
ly defined as the present value of future
benefits divided by the present value of
future compensation. These values are ex-
pressed as a percentage of payroll, and pro-
vide a consistent measure of relative pen-
sion costs over time.

2. Replacement rate model

The replacement rate model projects the
percentage of gross preretirement wages re-
placed by gross postretirement benefits.
This percentage can be shown at retirement
and at various ages after retirement, with
the latter expressed in values relative to
purchasing power at retirement. Capital ac-
cumulation replacement rates assume the
purchase of an annuity indexed t6 the as.
sumed rate of inflation.

3. Data and assumptions

The cost and replacement rate models re-
quired the use of certain data and assump-
tions, in order to project cost and benefit
outcomes for employees entering work in
1985 and retiring in the year 2030. A profile
of the Federal workforce into the future
and drawn from data of the current system,
and other factors pertaining to costs and
benefits were identified and assumptions
about the relative weight of those factors

" were made. Complete documentation of the
methodology. data and basis for all assump-
tions is available from CRS.

1. Demographic assumptions

Given the order of magnitude of Federal
employment, fairly reliable data on the Fed-
eral workforce could be obtained, and was
used whenever appropriate. The vast major-
ity of the data used to construct a demo-
graphic profile of the Federal workforce
was provided by the Office of Personnel
Management (OPM). These datd included
career patterns, mortality and disability
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rates, probability of leaving a surviving de-
pendent, etc. Certain modifications were
made to the OPM data that jessen the
growth over time in the patterns of career
improvement, and social security estima-
tions of future improvements in mortality
were also incorporated.
2. Economic assumptions

All economic assumptions were taken
from the 1985 Social Security Trustees'
Report under the designation, “Intermedi-
ate II-B.” The 1I-B assumptions are most
commonly accepted as being neither opti-
mistic nor pessimistic. When the 1986 Trust-
ees’ report is issued, CRS will incorporate
any changes to II-B into the cost and re-
placement rate models. For 1985, the as-
sumptions were annual average increases of:
Interest, 6.1 percent; wages, 5.5 percent; and
prices, 4.0 percent.

3. Behavioral assumptions

Changes in plan designs relative to one
another will cause changes in behavior
which in turn affect plan costs. The changes
in assumed rates of retirement, separation,
etc., were made by the actuarial consultant,
ute; research and discussions with CRS
staff.

4. The cost of Social Security

Generally, the cost of social security to its
participants is the same as the tax that
must be paid to the program. For these esti-
mates, the cost of social security is the ratio
of social security (OASDI) taxes to total
Federal payroll over the 75-year period of
the projection,.evenly divided between em-
ployees and the Federal Government as em-
ployer. Under social security 1I-B assump-
tions, the benefits and taxes of the program
are roughly in balance over that period, if
the tax on social security benefits is treated
as a revenue to the program. It should be
noted, however, that some of the social se-
curity taxes on Federal payroll are not re-
ceived back by Federal workers in the form
of benefits because the average of Federal
wages covered by social security exceeds the
average covered wage in employment out-
side the Federal Government. Because the
social security formula enhances the bene-
fits of lower-paid workers, approximately
0.4 percent of payroll of the tax credited to
social security from Federal wages is redis-
tributed to workers outside the Federal
Government. If the Federal Government is
viewed, not as an employer, but in its other
role as participant in the national economy,
this redistributed amount could be con-
strued as a savings. .

Other differences in the pattern of pay-
ments between tire present CSRS and social
security are also taken into consideration
when costs or replacement rates for a new
plan incorporating social security are com-
pared to the current system. The value of
this difference is approximately two percent
of payroll. About two-thirds of the differ-
ence is attributable to the portable rights to
social security earnings credits retained by
employees who leave employment with less

.

than a full career. The rerz:?(er of the dif-
ference, after certain off -ind overlaps

are netted. is attributable to dependents’
benefits payable under social urity but
not payable from the current RS. The

sum of these differences in the pattern of
payments has been distributed across the
various benefit components of the proposal
and is thus reflected in lower replacement
rates at retirement (exciuding benefits from
capital accumulation) of about five percent
of total benefits attributable to the employ-
er share of total plan costs.

5. Estimated capital accumulation costs

Cost of the capital accumulation plans
analyzed by CRS depend on the participa-
tion rate of individuals. Such rates, ex-
pressed as “percent of full participation,”
are influenced by two features of the plan:
The rate at which employee payments to
the capital pccumulation plan are matched
by employer payments, and the ceiling on
employee contributions eligible for such
matching dollars. Some employees will con-
tribute the full amounts permitted by the
plan specifications, others only some, still
others not at all. The percent of full partici-
pation is the net average of full participa-
tion after all full, partial, and zero contribu-
tions have been combined.

The cost to the Federal Government of
the capital sccumulation plans is estab-
lished by multiplying the matching rate
specified for the plan by the estimated per-
cent of full participation. For example, Hay-
Huggins, In¢., estimated that a plan with a
50 percent .employer match of employee
contributions to 6 percent ¢f pay would ac-
quire a 55 percent average full participation.
Multiplying that rate times the maximum
government :match (three percent) yields a
Federal Government cost for the plan of
1.65 percent of pay. .

This proposal includes & capital accumula-
tion plan that permits the employees to con-
tribute as much as 10 percent of their sala-
ries, with the first 5 percent matched on a
one for one basis. Hay-Huggins estimates
that the phased vesting of 25 percent of the
matching amount for years two through
five would reduce the cost to the govern-
ment approximately 0.03 percent, as em-
ployees who separated with less than five
years of service lose portions of the match-
ing amount. Thus, at a 60 percent rate of
full participation, employees would contrib-
ute an average of approximately 3.0 percent
of salary, and the Federal Government's
matching cost would be approximately 3.0
percent of pay. Documentation of the
method for arriving at the variable used for
the capital umulation cost assumptions is
available fro 3

Mr. ROTH. Mr. President, today
Senator STEVENS and I are introducing
one of the major pieces of legislation
of the 99th Congress—the new supple-
mental retirement plan for Federal
workers.
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